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Bonds at the Crossroads 
Money Rates Stock Prices 


By LAURENCE STERN 
* 
Inflation is at Hand— 
Let It Be Moderate and Controlled! 


By THEODORE M. KNAPPEN 


Has Wheat a Real Foundation 
for These Levels? 


By CHARLES BENEDICT 
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“Tl see it through 
if you 


ee 
Dtice tell me there’s five or six million of us— 
out of jobs. 
“TI know that’s not your fault, any more than it is 
mine. 
“But that doesn’t change the fact that some of us 
right now are in a pretty tough spot—with families 
to worry about—and a workless winter ahead. 
“Understand, we’re not begging. We’d rather have 
a job than anything else you can give us. 
“We're not scared, either. If you think the good 


old U. S. A. is in a bad way more than tempo- 
rarily, just try to figure out some other place you’d 


rather be. 


“But, until times do loosen up, we’ve got to have 


a little help. 


“So I’m asking you to give us a lift, just as I would 
give one to you if I stood in your shoes and you in 
mine. 


“Now don’t send me any money—that isn’t the 
idea. Don’t even send any to the Committee which 


signs this appeal. 


“The best way to help us is to give as generously 
as you can to your local welfare and charity organi- 
zations, your community chest or your emergency 
relief committee if you have one. 


“That’s my story, the rest is up to you. 


“Pll see it through—if you will!” 


—Unemployed, 1931 


THE PRESIDENT’S ORGANIZATION ON UNEMPLOYMENT RELIEF 


Walter S. Gifford 


Director 


COMMITTEE ON MOBILIZATION OF RELIEF RESOURCES 


Owen D. Young 


Chairman 


The President’s Organization on Unemployment Relief is non-political and non-sectarian. Its purpose is to 
aid local welfare and relief agencies everywhere to provide for local needs. All facilities for the nation- 
wide program, including this advertisement, have been furnished to the Committee without cost. 








We Like Nothing Better Than to 
Shoulder Your Worries 


NVESTORS come to us daily who are worried, some almost 
despondent. In some cases this anxiety is justified, in others it is 
purely pessimism. But regardless of the cause we are glad to assume 
your troubles—to first make them ours and to then obliterate them. 


This is*part* of the job that we have been doing so well for 
investors during this entire depression, a job on which we have brought 
to bear a great deal of common sense, an unusually practical plan, a 
highly specialized knowledge, and twenty-four years of experience. 


To appreciate the value of our counsel at this time, you must 
understand that our service does not merely consist of recommending 
securities. Many investors seem to feel that investment supervision 
can be of no value because they do not wish to buy securities and 
because those which they hold have seriously depreciated. After you 
have permitted us to explain to you the work of the Investment Man- 
agement Service this misapprehension will no longer exist — for our 
counsel is most necessary when your investment affairs are at lowest 


ebb. 


By sending us the coupon below you will get nothing free except 


an explanation of how we can help you to solve your own particular 
investment problems—how we can assist you to conserve your capital 
and to accomplish your investment objective most safely and rapidly— 
but this explanation is well worth the slight trouble of sending us the 
information requested on the coupon. 


You owe it to yourself to learn what expert investment supervision can do for 
you right now—under present critical conditions. Mail this coupon today. 


INVESTMENT MANAGEMENT SERVICE 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service ialiaidiats 


42 Broadway, New York, N. Y. 
Gentlemen: 

I am enclosing herewith my list of holdings. Kindly study this list and tell me, by mail, how your 
service would help me solve my investment problems. Also send me your booklet and the minimum cost 
of service on my account. This places me under no obligation. 


Address 
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YOU CAN BUY 


Good Securities 


in Small or Large Lots on 


Partial 
Payments 


Ask for Booklet M.W. 2, which 


explains our plan and terms 


Odd Lot Orders Solicited 


Outright Purchase or 
Conservative Margin 


James M. Leopold & Co. 


Members New York Stock Exchange 


70 Wall Street New York 
Established 1884 
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They “Caster” 
Half the World 


N estimated one-helf of all 

the furniture and other 
products rolling on carpeted, 
wood or concrete flooring 
throughout the world, is equip- 
ped with casters made by the 
Bassick Company of Bridgeport, 
Connecticut. 


Bassick is only one of four out- 
standing Stewart-Warner sub- 
sidiaries, each manufacturing 
widely diversified products and 
contributing its quota to the 
stability of the parent company. 


Copy of latest financial report 
and list of products manufac- 
tured will be mailed to any ad- 
dress upon application. 


STEWART-WARNER 
CORPORATION 


1826 Diversey Parkway Chicago 
and subsidiaries 
Stewart-Warner-Alemite Corp’n 
of Canada, Led. 

The Alemite Corp’na 
The Bassick Co. 

The Stewart Die Casting Corp’n 
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How a refrigerator manufacturer 


holds regular country-wide sales conferences 


BY TELEPHONE 














Tue Kelvinator Corporation is successfully cutting 
sales costs by maintaining personal contacts regu- 
larly with its sales representatives in all parts of 
the country . . . by telephone. Its profits in the last 
fiscal year increased 31 per cent. 

The president says: ‘‘The increase in profits is 
the result of lower selling costs and increased econ- 
omy. These factors of economy and efficiency are 
combined in your service and account for our liberal 
use of the telephone.” 

The telephone sales conferences are held Friday 
afternoons, each district manager calling in at a 
certain time. Telephones in the Detroit headquarters 
are so arranged that the chief sales executives are on 
the line at the same time. General discussions are 
thus held as easily as though all the men were face 
to face. Problems are considered from every angle. 
Decisions are given promptly. In minutes, the 
executives have a complete picture of how their 
entire organization is functioning. 


The field representative 
may be thousands of 
miles away, but confer- 
ences with executives are held as readily 
as though he were in the home office. 


Using Long Distance is an investment that pays 
big dividends in time saved and results achieved. 
Typical station-to-station day rates: Indianapolis to 
Louisville, 65c; New York to Cleveland, $1.80; 
Portland, Ore. to San Francisco, $3.45; Philadelphia 
to New Orleans, $4. 

The Bell System has developed a Telephone Plan of 
Market Coverage to help its customers increase their busi- 
ness and cut costs. An experienced telephone representa- 
tive will gladly custom-fit its features to the specific needs 
of your company. 
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Over 1600 Securities 


Earnings, 1929-30-31—Price Range—Current Comment 
—Investment Rating 


Revised monthly, giving you at a glance essential facts 
and up-to-date data for checking security values. 


THE MAGAZINE OF WALL STREET’S Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- 


ance Stocks. 

Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. 

Now, more than ever with business turning the corner, you will want the guidance of THE 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 


can— 
—Avoid companies not likely to recover. 
—See at a glance any danger signals on previous purchases. 
—Know what industries are progressing—which are declining. 
—Know what companies offer the soundest profit possibilities. 
—Have all the essential facts all the time. 


Original Methods Special Advantages 


Our Ratings show both the outlook for the industry and the —Handy Pocket Size. 
position of the security in that industry, whether good or bad, —For your convenience in quickly locating any Company, all the 
enabling you at all times to have the expert advice of our experi- stocks, whether New York Stock Exchange or Curb, are ar- 
enced business and security analysts. Before buying or selling ranged in one alphabetical list, marked with an “N” or “C.” 
any security consult these ratings. Business conditions naturally -Numbered lines and special division markers enable you to 
ge and our ratings for any particular stock may change at get all the essential data at a glance. 
any time. Investors should check our ratings each month to see —The Industry the Security represents—and other special indus- 
if a change has taken place in the outlook for their holdings. trial activities are shown, as these are of prime importance in 
Our Comments are changed frequently, keeping you up-to-the- judging the future of a company. 
minute on new developments likely to affect prices. —Statistical Data:—You will find the important statistics so 
_Our Conclusions are based on intensive analyses of the com- essential in judging and keeping track of your company—earn- 
bined fundamentals of each security—plus the future outlook for ings—price range—dividend information—funded debt—shares 
the general market. outstanding—ticker symbols, and latest interim earnings available. 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- 
sary to every investor. These “Adjustable Stock Ratings,” in combination with THE MAGaA- 
ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep 
your funds profitably placed in sound issues at all times. 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THe MaGaztng or WALL Street for one year, including full consultation privileges of our Personal 
Service Depzrtment, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9. If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


Mail This Coupon Today 
The Magazine of Wall Street Nov. 14, R. B. 1931 
42 Broadway, New York, N. Y. 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year 
(26 issues) including full consultation privileges of your Personal Service Department and also send me the next 12 
issues of the Monthly “Adjustable Stock Ratings.” 


OT SRS SE BESS ree ee eee Address 


City 
Canadian and Foreign $1.00 additional 
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Taste, aroma, fragrance are no longer 
elusive qualities. Through rotogravure's 
perfect reproduction of photographs, such 
qualities become vivid and dramatic sales 
features. Whatever your product and what- 
ever you wish to say about it, rotogravure 


can strengthen the effect of your words, be- 


cause of its believability and reader interest. 
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By THOUSANDS of TONS 


In these days of fighting for sales it is interesting to note that manufacturers of 
beauty preparations now report production by thousands of-tons. Twenty-six 
thousand tons of lotions, twenty-five of facial creams, fifty of cold cream 
—and so on. Interesting, too, is the fact that this successful industry uses 
pictorial advertising and much rotogravure, not only in publications but in 
package enclosures, booklets and direct 
mail pieces. Use rotogravure for your 
own product. For every rotogravure 


use there is a Kimberly-Clark paper 


that will give perfect satisfaction. 
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ScaleDown Buying 


most frequently handed out by 

the ubiquitous customers’ man 
is: “Buy ‘em on a scale down.” Like 
other maxims as to how to make money 
in the stock market, this is a very good 
rule—when it works. All too often it 
does not work with satisfaction to the 
buyer. 

Properly applied, the scale-down 
method of accumulation must, obvi- 
ously, tend to average down the price 
paid and hence lessen the risk. For 
the average investor this all too often 
proves a greater advantage in theory 
than in practice. There is no fool- 
proof rule for investment or specula- 
tion. Buying at a sound price, whether 
in one transaction or by averaging 
down, depends, above all, upon a sound 
judgment of security values and market 
probabilities. 

Too many buyers make the original 
[mistake of beginning their accumula- 
tion too early in the game—then make 
matters worse by following too close a 
‘scale in subsequent purchases. There 
is something in the psychology of a 
tock commitment which warps the 


QO of the glib bits of advice 


average man’s judgment. He hates to 
admit to himself that he has been 
wrong. Hence, if he has purchased 
100 shares of a particular stock at 50, 
it seems all the cheaper to him at 47 
or 45. The result is that by the time 
the stock has reached a real bottom at 
say 15 or 20 his buying power is ex- 
hausted. 

A great deal of money has been lost 
in this fashion in the last year, many 
having made the fatal mistake of be- 
ginning to probe for bottom in the 
summer and autumn of 1930. Not all 
of it was lost on a deliberate scale- 
down system. Frequently an investor 
will buy a block of stock at a price he 
believes attractive. It represents as 
large a risk as he should have in any 
one security, but let it go down sub- 
stantially and he feels an itch to “aver- 
age down” his cost. Aside from the 
danger that his judgment of proper 
levels for additional purchases may be 
almost as unsound as the original selec- 
tion, his method will almost invariably 
shift too many eggs into one basket. 

It is a strange quirk of human nature 
that so many think of averaging down 


only in terms of the specific stock on 
which they have gone wrong. One 
can average down just as effectively in 
a market decline by buying some other 
stock. This method at least has the 
merit of obtaining diversification. 

Few successful speculators yield to 
the lure of the scale-down system. 
They have found by experience that 
it is preferable to cut a loss by ad- 
mitting and reversing the original mis- 
take and leaving to others the risky 
effort to guess bottom. Expert traders, 
moved by short-term considerations, 
are far more likely to buy on a scale 
up, which gives them the basic specu- 
lative advantage of following a trend 
rather than attempting to anticipate it. 

The money which the average in- 
vestor loses in his effort to guess bot- 
tom is probably more than the premi- 
um he would have to pay for awaiting 
either the very protracted period of 
inactivity which normally spells a thor- 
oughly sold-out market or tangible 
signs of genuine economic improve- 
ment. He is unlikely to miss the boat 
in so doing. Bull markets end much 
faster than they start. 








In the Next Issue 


How Strong Is the Strong Man of Europe? 


A most illuminating and significant appraisal of the true industrial and financial position of France, 


the country which temporarily holds the reins of Europe. 


How did she achieve her present financial 


eminence? What problems for her and the rest of the world have resulted? 


By HucH UNDERWOOD 


What Business Can Expect from Congress 


Constructive Help—Inactive Indifference—Legislative Interference? 


By THEODORE M. KNAPPEN 


Low Priced Stocks with High Level Prospects 
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Statement of Condition 
as of September 29, 1931 


RESOURCES 


Cash on hand, due from — Reserve Bank and oe Banks and 
Bankers .. 5) es 52205; 266:79 
U. S. Government Securities : pr ate Mig! glee ela. et Sw, SRSA U ID 


Bankers’ Acceptances and d Eligible Paper eer tie) o  eeeG es ao. 6. eee 
Street Call Loans . . Peis) ees wes ue Gece eee $125,375,312.50 


Customers’ Demand Loans secured by Collateral . . . . . . . «~~. 30,495,626.20 
Customers’ Time Loans secured by Collateral . . . . . . . . . #£14,361,583.36 
i RCAC OENERS  . oo 8 (bw le 6 fe ce) DEGRA GDN ELO? 
in rr Ene. 5s ls le ww hele ee «> “e. 1,289,629.23 104,128,351.18 


Now York State and City Bonds... . . . «ss 8 tw ts lw cw ew) © 14,164,474.07 


I 
Other State and wenn — ete COAT gees. 1, SU A ee ee 3,543,519.10 
Other Securities . . x ee a eens = OS, 4 cw, | SERFS 32,050,966.80 


Bonds and Mortgages usin . 772,430.00 
Customers’ Liability on Acceptances including Liability « on “Acceptances 

Bought and Sold . . as ge ee Boss 30,896,492.01 
Banking Houses, Vaults, etc., Equity RSLs ait dee ies ee nent lite 6,282,478.85 
U. S. Treasury saneeteane on 5 aes AS) kyo ain ues co 225,000.00 
Other Assets . . rst Oe eg ee ae eee 1,290,192.02 


$301,021,223.36 











LIABILITIES 


PE ee en ee ee eae lee te RE oe LP 
Surplus. pee we a) ener etal Cm Swe ad rs. ic: —o- o> OR ee 
OEE Si 2 i aa en Me aiitian 3,489,344.67 $69,764,644.67 


Reserves for: 

Contingencies . te | eee ee 1,708,564.18 

Accrued Interest, Discount and Other Unearned lnasine Stee sh LY ose 758,231.66 

Remek veccrmea: Mampenees, otc; 2 sw kk kk lt tl ls 376,904.48 2,843,700.32 
Deposits: 

nr Pe GG sw, ew Ol we > 2B 288,056.35 

Time Deposits . La Pe ee sh Oe pemie AS 

Cashiers Checks and Certified Checks fe eS ae ee ae Use 186,986,336.87 


Acceptances, including Liability as Endorser on Acceptances and Foreign . 

MTC EPRREE See Pre ae RET Ys ee be ef we 32,891,280.82 
Circulation . “ie [peta et ) GaN 0 oS See omnes gah CCE ema Cae 4,500,000.00 
Other Liabilities set Erg i ee) Sm, a Oe eee 4,035,260.68 

$301,021,223.36 
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The BANK of AMERICA 


NATIONAL ASSOCIATION 
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MEMBER FEDERAL RESERVE SYSTEM 


COMMERCIAL THRIFT FOREIGN 


a 
Large or Small The 


Orders NATIONAL GROUP 
executed with the same courtesy e UTILITY 


and careful attention. We have a 


apeclal depertuent for Odd Lote NATIONAL SECURITIES 


[10 share orders accepted on margin] 
Helpful booklet MG on Trading ELECTRIC POWER COMPANY COMPANY 
ee ee ee ee NATIONAL 230 So. La Salle St., CHICAGO 
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Business Trend 


War Clouds Gather—Let the Facts Speak—Control- 
ling Production—Don’t Take the First Offer!—Fair 
Treatment for Stockholders—The Market Prospect 


WAR CLOUDS 
GATHER 


APANESE troops _ steadily 

advance throughout Man- 
churia, even to the edge of 
the Russian zone. Several hundred Japanese and 
Chinese soldiers are reported killed in a battle for 
the possession of a railroad bridge. The Japanese 
sardonically assert, however, that there is no war or 
prospect of war and, therefore, nothing for the League 
of Nations to act upon. Even the implied promise to 
withdraw Japanese troops pending negotiations be- 
tween the Japanese and Chinese governments has been 
flouted. The army is in the saddle in Japan and riding 
hard. 

Japan will have her way, war or no war. Russia 
has been bellicosely warned to mind her own business 
and refrain from flirting with China. The League of 
Nations has been spurned and the United States has 
been bluffed into passivity. The Communist Inter- 
nationale announces to the world that Japanese war 
against China is a step toward war against the Soviet 
Republic. 

Preparing for eventualities, Japan is shipping gold 
to the United States to establish credits for supplies. 
Fear of war may be causing Russia to withhold wheat 
exports and apprehension of hostilities may be causing 
a world-wide hoarding of wheat and purchase of it 


for safeguarding reasons. Mars frowns grimly at help- 
less millions in the Orient but smiles kindly upon 
American farmers. 

War is a profligate paymaster and a reckless buyer. 
War between China and Japan would “bull” com- 
modities. Wé$ith Russia drawn into the contest, there 
would be a howling war boom, but accompanied by 
the gravest concern lest the fundamental economic re- 
adjustment of the world should receive a mortal blow. 
A war in Asia involving Russia might be the signal 
for an assault by Poland and Roumania upon the 
Soviets, and the French war machine might roll into 
action. In such an event the millionaire boom of 
1915-18 would be repeated in the United States. Then 
a terrific collapse. War spends lavishly but collects 
brutally. 


—_ 

LET THE FACTS ECOVERY in wheat prices 
SPEAK R is a definitely encouraging 
development and, if sus- 
tained, will do much to stimulate both trade and senti- 
ment throughout the country. Here and there are 
other favorable signs in business, notably the slightly 
improved tone of the steel industry. The record in- 
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dicates that we are making progress in a necessarily 
slow readjustment. 

But would it not be sufficient to let the facts speak 
truthfully for themselves? Instead, a large section of 
the American press appears to be engaged again in an 
aggressive campaign of optimism. Favorable financial 
news is given superficial interpretation and exaggerated 
front page display. In some instances this has gone 
to the irresponsible point of virtually inviting the 
public to enter a “sure fire” speculation in wheat. At 
the same time news of bank failures is published as 
inconspicuously as possible. 

Surely, the public is entitled to a simple and accurate 
account of the facts, both good and bad, and is capable 
of making its own interpretation. Unjustified bullish 
propaganda is as objectionable now as it was in the 
spring of 1930. The depression will not be talked 
away. It is being cured by the hard toil of readjust- 
ment to new conditions by the individual business man. 
Until the results are clearer, the investor should strive 
to retain an open mind, exercising restraint both in 
bearishness and bullishness. 


=~ 


HE oil industry has crawled 
out of the depths of de- 
pression and enthusiastically 

predicts that the present materially higher price level 

for its products is a sign of better times to come. No 
economic excuse existed for the conditions which 
brought about a flood of production and disastrous 
quotations. It was a result of greed and waste gone 
wild, plus the inability of the industry to cope effec- 
tively with the problem under existing anti-trust laws. 

In this day of big business it is a curious fact that 

a workable control of production originated in the 

direct intervention of the Governors of Oklahoma and 

Texas, by which wells were closed by the militia. We 

still have a vast surplus of shut-in production, of 

course, and it remains to be seen whether advancing 
prices will again draw too much oil into the market. 

It is perhaps, unfortunate that the military method 
cannot be applied to copper, whose leaders even now 
are struggling against terrific economic odds in an 
effort to work out a practical control of production. 

Here, as with the great majority of commodities, or- 

ganized rule is a pygmy as compared to the giant of 

natural supply and demand. 


i 


UROPEAN nations, 
like most European in- 
dividuals, are not ac- 

customed to the stated price system. Every deal is a 

matter of elaborate negotiation in which each par- 

ticipant demands much more than he expects ulti- 
mately to get. This should be borne in mind in con- 
sidering the tentative debt proposals suggested by Ger- 
many in response to the tacit invitation produced by 
the Hoover-Laval conference. 

Germany would like to go outside of the machinery 
of the Young Plan and have all of her obligations con- 
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sidered as a whole in relation to her capacity to pay. 
This certainly would not be accepted by France, whose 
policy is to uphold the substance of the Young Plan 
and the principle of reparations, permitting only such 
modifications as will help Germany without cost to 
France. The only way this can be done is to pass the 
cost to the American taxpayer. 

It is also unlikely that any “lumping” of the Ger- 
man obligations will be acceptable to private debtors, 
whose strategy in favoring cancellation of political 
debts is guided by the thought that this would increase 
the safety of the private debts. Of her present com- 
mercial short-term debt, Germany proposes to freeze 
$1,659,000,000 for a period of ten years, paying it 
off at the rate of $165,900,000 a year. The bottom 
of a depression is an ideal time to shelve obligations. 
We would do better to extend the moratorium and 
await more normal times before figuring German 
capacity to pay. If present German strategy wins, it 
will be surprisingly large a few years hence. 


=~ 


E New York Stock 
Exchange for years 
has_ believed that 
the stockholder is entitled to receive at frequent in- 
tervals adequate information as to the affairs of his 
company, particularly as regards earnings and financial 
position. As far as possible, stocks are now listed only 
upon the agreement of the company to issue quarterly 
reports. Because their stocks were listed under less 
stringent regulations years ago, however, various cor- 
porations, including some of important size, are under 
no compulsion to do more than issue a yearly state- 
ment and balance sheet. 

Upon these companies the Exchange is now turning 
a persuasive appeal, accompanied by considerable pub- 
licity. They are requested, in the public interest, to 
issue quarterly reports. To the argument that, “Our 
business is seasonal and quarterly statements would be 
misleading” the Exchange replies: “Issue a twelve- 
month statement every quarter and you will cover 
seasonal influences but still keep stockholders informed 
of the company’s position.” 

We do not consider the “seasonal” argument im- 
pressive. The business of the United States Steel Cor- 
poration and of General Motors is subject to wide sea- 
sonal fluctuations but in supplying information to 
shareholders both companies are models of fair dealing. 
The day of secretive management is past. It is time 
the laggards stepped into line. 


FAIR TREATMENT 
FOR STOCKHOLDERS 


=~ 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 

discussion of the prospective 
trend of the market on page 60. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. 


Monday, November 9, 1931. 
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seem to strengthen the conclusion that basic re- 
adjustments of constructive character which are 
now under way cannot be translated immediately into 
actual betterment of trade and industry; though the 
growing feeling of hopefulness has found con- 
siderable justification since our last issue in several 


Rien trends in our four Barometer Indexes 


distinctly favorable developments. Among these are 
the first gain in our stock of monetary gold that has 
taken place since England suspended gold payments, 
and, second, the strength appearing in commoditiessuch 
as oil, steel, silver and, of course, agricultural products 
which have derived much impetus from wheat’s ad- 
vance. Easing in the strain upon our money market 
has led to moderate softening in the Cost of Business 
Credit; which suggests that further abatement in the 
epidemic of hoarding would promptly place additional 
funds at the disposal of business. 

Improvement in the financial outlook is of too recent 
origin, however, to have exerted as yet any stimulat- 
ing effect upon the volume of manufacturing, sales and 
production; so that little disappointment need be occa- 
sioned by the recent decline inourtwo industrial indexes. 


With motor car production practically at a standstill, 
there has naturally been some delay by that important 
industry in placing its fall orders for material; which 
accounts in large measure for the sharp drop reg- 
istered by the latest point on our New Orders graph, 
and also suffices to explain the recent decline in Busi- 
ness Activity. With so many basic industries adjusted 
to low levels, it hardly seems likely that the recession 
can proceed much farther, In fact, automobile plants 
are soon due for greater seasonal activity with the in- 
troduction of new models, and steel mill operations, 
though now abnormally slack, have picked up slightly 
during the past five weeks, whereas a year ago the 
rate of output was falling rapidly. 

The rather confusing contrast between rising hopes 
for the future in the face of recently renewed reces- 
sions in business activity has found logical expression 
in a narrow and delicately balanced range of price 
movements for stocks and bonds after moderate re- 
coveries from extreme lows established early in Octo- 
ber. Apparently the market is in an uncertain mood 
and rather than anticipate business is awaiting signs 
of tangible recovery. 
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Trading Market Approaches 
Critical Phase 


By A. T. Miter 


bullish news go to the head with startling speed. 

Wheat has experienced a sensational recovery, at- 
tracted a rampant speculative following and lifted other of 
the more volatile commodities with it. Steel production is 
a shade more active. Public sentiment throughout the 
country, if one may judge by newspaper headlines, reflects 
a tonic stimulus from these developments. 

It would be easy for even a moderately optimistic ob- 
server to jump to the conclusion that we have made a 
magical, over-night turn out of the path of depression and 
that the road now ahead of us is smooth and clear. Un- 
fortunately, however, a major dislocation of the economic 
structure is not repaired in this sudden way. The gap is 
closed through a succession of readjustments, the sum total 
of which will yield business revival. 

In the process of readjustment we have, obviously, made 
substantial progress and this is justification for hope. How- 
ever the present speculation turns out, it seems likely that 
a real part of recent gains in agricultural commodities will 
be consolidated and retained. If so, another strong beam 
will have been placed in the foundation from which gen- 
eral business recov- 
ery will arise. That 
alone is cause for 
genuine gratification 
but it does not jus- 
tify a reckless dis- 
regard for the less 
favorable elements 
which still remain in 
the picture. 

The fact is that a 
basic turn in eco- 
nomic trend is an 
extremely __ illusive 
thing. It is impos- 
sible to put your 
finger upon it at any 
given moment and 
say, “Here it is.” 
It is only in careless 
figure of speech that 
we “turn the cor- 
ner.” What we do 
is to round out a 
rather wide curve 
over a period of 
weeks or months. 
The danger of “miss- 
ing the boat” in 
such a movement is 
smaller than most 
investors realize and, 


\ FTER two years of economic thirst a few sips of 
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on the other hand, the danger of premature optimism 
lingers stubbornly in the picture. It is for this reason that 
this publication continues to lean deliberately to the side 
of conservatism while carefully watching such hopeful pos- 
sibilities as lie ahead. 

The visible factors are such as would put a stamp of 
folly upon extreme pessimism. We would go even further 
and say that indiscriminating sale of stocks at this stage 
of the depression would be silly. The only sound invest- 
ment attitude is to keep an open mind, detached from 
emotional assumptions, while the facts are permitted to 
speak for themselves. It now appears possible that they 
may signal a genuine buying opportunity in securities be- 
fore many weeks have passed. 


Real Proof Demanded 


Meanwhile, however, we can not ignore one unfavorable 
sign of a very practical nature. The current action of the 
stock market is not encouraging. Bear in mind that we 
have an apparently favorable setting. The excited move- 
ment of the wheat market, followed more sedately by other 
agricultural commodities, undoubtedly has bolstered con- 
fidence in wide areas of the country. Steel operations give 
evidence of having passed the low point of the year and 
can look forward to an early increase in automotive de- 
mand as various motor manufacturers swing into produc- 
tion of new models. The bond market shows tentative 
signs of improvement and the remarkably broad recovery 
in foreign bonds reflects a European and South American 
horizon which, at least for the present, is devoid of threat- 
ening crisis. The drain upon our gold has halted. 

In short, it could be argued with some conviction that 
the stock market should have gone up much more than 
it has done since October 5. Possibly the market is over- 
conservative in refusing an obvious invitation to run away 
on the upside with wheat. Possibly further sustained 
strength in wheat will win it over. 

Yet it is usually a profitless and even costly undertaking 
to argue with the market. Its views are those of all of us 
and it is best to accept the composite at face value until 
it is proved wrong by reversing itself. Why is it that the 
market has paid so little heed to the economic favors which 
are so loudly heralded in the press? We do not profess to 
know, unless it be that the market realizes that the under- 
lying situation is not yet convincingly changed. 

At the present writing stock prices have backed and 
filled for one month within a relatively narrow trading 
range. That is, the actual net gain experienced, as com’ 
pared with the lowest level of the year, was really recorded 
in the first few days of the violent technical rally begin- 
ning October 5. In a few industrial stocks the rally has 
been moderately expanded, but these are mainly secondary 
issues which have attracted pool endeavors. 
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Sensational Advance in Commodities Has Encouraged Speculation in 


Volatile Industrial Stocks But Definite Proof of a Fundamental Busi- 
ness Turn Has Not Been Provided to Justify Sustained Advance 


The traditional’ industrial leaders have repeatedly 
bumped into a “ceiling” and backed away as persistent 
offerings of stock came out upon the rallies. A chart of 
the tops of these successive efforts to break through would 
show virtually a straight, horizontal line. The same is 
true of the bottom of the recent trading range, the fluc- 
tuations between these lines amounting to scarcely more 
than five points in the average issue. 

Since industrials, despite a superficially hopeful setting 
and powerful help from wheat, have thus far been unable 
to gather significant upward momentum, it is well to seek 
confirmation from the other leading groups. The per- 
formance of the public utility group is even more negative. 
Above all, railroad stocks, which have faithfully indicated 
the underlying market trend for two years, have given 
a definitely bearish technical signal by extending the bot- 
tom of their recent trading range, even though this devel- 
opment need not be accepted as of more than intermediate 
trading interest. 

In view of this negative behavior, the only conservative 
course open to the practical observer is to demand a further 
test of the position before abandoning a cautious mental 
reserve. The remaining weeks of the year cannot fail to 
supply this test. The market seldom remains very long 
in so narrow a range as has recently existed. If another 
early effort to lift the top of the range proves unsuccessful 
it is likely, speculative psychology being what it is, that the 
next point of attention would be test in the other direction. 
In this connection, of course, the day-to-day fluctuation of 
wheat, now that it looms so large in the public eye, will 
be a necessarily important consideration. 


Commodity Influence 


It need hardly be said that a movement which at this 
writing had already lifted the market value of farm prod- 
ucts by some 400 million dollars is of great importance. 
Despite its speculative exuberance, it can probably be ac- 
cepted as having at least a genuine foundation. No doubt 
the larger part of that foundation is the simple fact that 
wheat prices at their lowest had gone beyond an accurate 
reflection of the world’s actual position of supply and de- 
mand. There are visible some moderate and encouraging 
changes of statistical position, as outlined in an article on 
following pages, but the major part of the price advance 
can safely be said to rest more upon a changed market view 
of the wheat fundamentals than the physical change in 
the fundamentals themselves. 

This is by no means a disparagement of the movement 
but it does raise a logical question as to how long the recent 
speculative enthusiasm can be maintained without colliding 
with prudent selling by farmers, who ought to be wise 
enough to take advantage of an opportunity to pay off 
some of their obligations without relying too blindly upon 
predictions of $1 wheat to come. The present setting of 
the wheat market, of course, invites sharp corrective re- 
action at almost any time. Such reaction may very well 
have been experienced before this article is published 
but, as of this writing, expectation of it is plainly one 
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of the factors influencing the share market’s uncertainty. 

Aside from a 2-point gain in steel operations, there is no 
visible encouragement in the leading business indexes. 
Automobile production is at the lowest point of many 
years, but this is not significant since it merely represents 
a seasonal lull to be followed by more active production 
of cars for the 1932 selling campaign. The indexes of 
construction, electric power output and of railroad car 
loadings do not yet show any change for the better. 

Always, of course, these indexes lag slightly behind ac- 
tual developments. It is possible that an improved public 
sentiment will show up in them in coming weeks but the 
potential investor will lose little by continuing to avoid 
hopeful conjecture and by demanding proof of the pud- 
ding before slicing into it. 

It is most unfortunate at this time that such genuinely 
hopeful developments as have occurred should be treated 
to a press campaign of exaggerated optimism. We are on 
a sufficiently sound basis to digest the facts, both good 
and bad, in our stride. We should strive to let them 
speak for themselves. It probably will be found that this 
is what a depression-weary public is doing, regardless of 
the official optimism of those who made the mistake of 
trying to talk away our troubles as early as December, 
1929. 

It is necessary to be cautious in judging public sentiment 

as reported in a press, which, being human, is straining 
every endeavor to 
see the bright side. 
This is perfectly 
proper if it does not 
result in obscuring 
adverse facts which 
demand judicious in- 
vestment considera- 
tion. One of these 
facts which can not 
be ignored is that no 
convincing reversal 
of the evil of money 
hoarding by the pub- 
lic is yet evident. 
This is the best test 
of the real senti- 
ment. 

The hopeful im- 
plication of the re- 
cent decline of 24 
million dollars in the 
amount of currency 
in circulation is 
minimized by the 
fact that decline of 
about these propor- 
tions was due on a 
purely seasonal 
basis. This decline 
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Charles Benedict on: 


Two Questions Before the 
World Today 


Has the Wheat Rise a Real 


Foundation ? 


history of this country. Less than a month later 

it had gained 25 cents a bushel, an increase of more 
than 50 per cent. As this is written 70-cent wheat prevails 
and the American farmer with 390 million bushels or 
44 per cent of this year’s crop still in his possession has 
been at least potentially enriched by many millions of dol- 
lars. This gain in value is further increased and distributed 
by the rise in price of other staples, such as corn, oats and 
rye, in the wake of wheat. 

For the moment the country is treated to a brief vision 
of the prospect of a rising price trend with all that it 
signifies. For although wheat may still be somewhat below 
the average cost of production at even current levels the 
potentialities of higher purchasing power and its accom- 
panying industrial stimulation, the possibility of liquidation 
of indebtedness, thawing of frozen assets and release from 
the weight of accumulated farm surpluses, cannot be 
denied. 

But to achieve any of these much desired effects the 
firm trend of wheat must be sustained—and sustained not 
for a week but for many months. Can it be? That de- 
pends on how genuine is the base from which it rose. 


What inspired 


QO’ October fifth wheat sold at the lowest price in the 


forced to buy wheat. Russia’s operations, real and fanci- 
ful, did the rest and the rise was under way, helped by 
speculators everywhere. 

It is perhaps too much to say that, once the up- 
trend was started, Russia engineered the rapid accelera- 
tion in the price of wheat, but there are valid reasons why, 
in her own interests, she may have contributed heavily to 
it. The Soviet states now rival America as grain producers. 
Under the Five-Year Plan, and particularly since collectiv- 
ized farming has been extended, Russian production has 
risen rapidly, reaching 3,210,000,000 bushels in total 
cereals in 1930 and 3,397,000,000 in the current year. Of 
these huge crops about 13 per cent are for export. What 
these figures for total grains mean in wheat has not been 
reported as yet but it can be closely approximated, since 
wheat has represented 25 per cent of all Russian cereal 
production during the six years 1923-1929. On this basis 
the wheat harvest of last year was close to 802 million 
bushels and 849 million for 1931 which compares with 884 
for our own country. 

In order to get much needed cash it has been Soviet 
policy to export as much of this wheat production as pos 
sible even at the expense of her.own people’s needs. 
Her outward ship- 
ments in the first 





the gain in price Ff 
from the 45-cent | 
level? Fundamen- [ 
tally, no doubt, an 
oversold market 
the world over,— 
a market that had 
given too much at- 
tention to bushels 
harvested and too 
little to quality. 
World wide fear 
had steadily de- 
pressed values 
until at last techni- 
cal recovery was 
inevitable. 

Then came the 
realization that a 
good portion of 
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cleared from Russian ports. This 





Between 92 and 95 per cent 
of the wheat shipped out of Rus- 
sia is consigned “on order” to 
Falmouth, England, and is sold 
in terms of sterling exchange. 
Thus even though “on order” 
shipments were diverted to other 
countries en route the deprecia- 
tion of nearly 25 per cent in the France 
value of the pound meant a loss 
of that proportion on even the 
panic levels of this year. 

Certainly Russia had every in- 
centive to foster better prices for 
wheat on this basis, and if, as 
report has it, she was committed Poland 
to further forward commitments, Bulgaria 
it was to be expected that she 
would strenuously attempt to 
escape from future contracts. 
Moreover, her attempt to ar- 
range a deal whereby she could 
substitute a larger quantity of 
second grade wheat for the 7 
million bushels of top grade that 
were already in storage in Eng- 
land is also logical. Certainly the 
Soviet Government is not in- 
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year in the same period Russia 
has exported just under 83 million 
bushels. In the first 5 days of No- 
vember she shipped out 1,306,000 
bushels additional. On the basis 
of these extensive exports and in 
1930 view of the fact that her crop is 
231 apparently only 47 million bush- 
ail els larger this year than last, it 
147 might be assumed not a great 
129 deal more was forthcoming, but 
80 it must be remembered that she 
189 withheld shipments from the 1929 
84 crop until the 1930 crop was as- 
82 sured in its abundance. Her ship- 
57 ments this year, therfore, are not 
89 only from the recent harvest but 
61 also include grain from the 1930 
production. And it is reasonable 
105 to assume that considerably more 
891 than the 14 million bushels, the- 
80 oretically remaining as the export 
863 portion of the 1930 output can 
398 still be sold; but whatever balance 
is to come is more likely to be 
marketed slowly than it is to be 
dumped. Russia needs funds, and 

















this need will be more acute in a 





sensible to the fact that a British 
tariff is shortly to be imposed and 
the more wheat she has inside this barrier before the im- 
position will mean just so much more in her pocket by the 
avoidance of duties. 

With these developments in view, her reputed announce- 
ment that she would cease further exports this year may 
indeed have been a shrewd move to bolster prices and could 
safely be denied, as was done, after the rise was under way. 
If Russia has a great deal more wheat to sell she has simply 
aided in creating a more favorable market in which to 
dispose of it. 

On the other hand, some color is lent to the theory of 
curtailed shipments by recent developments. The Soviets 
have seen the war clouds thicken on their Far Eastern 
horizon and would naturally pre- 
pare for any eventualities with 
granaries full. They undoubtedly 
see the approaching shortage of 
the rye crop throughout a good 
part of the world—the grain to 
which the Russian palate is most 
accustomed. Under such circum- 
stances Russia would be forced to 
view further export sales in a more 
conservative light unless her sur- 
plus above any domestic need is 
much larger than is commonly be- 
lieved. Despite all the figures ad- 
vanced and statements made in 
the welter of press comment that 
has appeared since wheat made the 
first page of the papers, probably 
no one outside of the Soviet offh- 
cial family knows just how big this 
surplus is. This magazine, how- 
ever, has reliable and exclusive in- 
formation on all exports out of 
Russia which enables us to make 
some significant deductions. 

In the first 10 months of 1930, 

50 million bushels of wheat were 
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few months from now. She will 
therefore most likely refrain from doing anything that would 
undermine the present rising trend because of her desire for 
better prices and larger profits. In addition, uncertainty 
as to war and next year’s crop would dictate conservative 
disposal of the last portions of her surplus. No unreason- 
able strain on the wheat market is therefore immediately 
likely to arise from Russian sources. 

Strength is also lent to this prospect of improving 
prices when it is recalled that the world wheat mar- 
kets will enjoy certain sustaining influences regardless of 
Russian action. In other words the unfavorable weather con- 
ditions which prevailed in most of the European countries 
must find reflection in wheat buying from now on. As the 

result of drought and high tem- 
peratures which brought on pre- 
mature ripening, crops are short 
in Southern France, Czechoslo- 
vakia, Hungary and Spain. On 
the other hand, Northern France, 
the British Isles, the Baltic coun- 
tries and parts of Germany have 
suffered from cold and wet condi- 
tions, particularly during the har- 
vesting period. Consequently most 
countries in these areas, while re- 
porting acreage yields in bushels 
are nevertheless faced with short- 
ages due to unmillable or sprout- 
ing grain that was stored when 
damp. 

France, although her crop is 
reported as slightly larger than 
last year is faced with the ne- 
cessity of replacing from 50 to 
70 million bushels. Tentative ne- 
gotiations with the Farm Board 
have probably more substance than 
her recent denials would indicate. 
Germany also must turn some 30 
million bushels of sprouted grain 
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to cattle feed and purchase some milling wheat in the open 
market. Other countries will be forced to do likewise. 
Eastern and Southeastern Europe alone was blessed with 
normal weather in the growing season. 

Although the crop in the United States was materially 
above average due to the heavy yield of winter wheat, 
the Canadian crop was only 68 per cent of the 1930 pro- 
duction. Under such circumstances much of Europe's buy- 
ing must come to American markets; certainly at least, 
until the crops from the Argentine and Australia are mar- 
keted late in the coming winter. Even then bumper crops 
are not anticipated from the Southern hemisphere. 
Weather has favored the Argentine crop but diseases now 
menace it and it is unlikely to exceed a yield of 228 million 
bushels, while the prospects point to a somewhat smaller 
crop than the last from Australia. 

Another long range factor contributing to a strong mar- 
ket for wheat is in reduced acreage. Winter wheat seeding 
in Russia, largely completed in October in place of showing 
the increase called under the plan, reveals an actual shrink- 
age of 1.5 per cent. This is ascribed largely to the failure 
of agricultural machinery of native manufacture. Much 


of it is defective and in operators’ hands is kept in such 
poor repair as to be exceedingly inefficient and short-lived. 


A more pronounced curtailment of acreage is shown in 
our own country where winter wheat seeding, following 
the usual course after a period of exceedingly low prices 
is also off substantially and weather conditions have been 
so far unfavorable to a fair start. 

From these indications it is obvious that wheat prices 
will be free from the weight of excessive production in the 
near future. On the other hand, while much of the rise 
may have been seen, prices should be buoyed by the neces. 
sity of fulfillment of European requirements. Such a com- 
bination is a fair basis for a sounder price level which 
should offer resistance even to Russian onslaughts. 

This is not to say that sharp reactions following such 
rapid advances as have recently been witnessed are unlikely, 
particularly on vigorous selling by American farmers. For 
after holding a far larger proportion of the crop than is | 
customary through so dreary a period of low prices it is 
logical and proper that a general move to dispose of at 
least a portion of these crops should be made for the pur- 
pose of meeting current expenses; and credit obligations 
which may be due. Unless such selling, however, is 
carried to extremes there is little reason to expect 
that the dire levels of early October will soon be seen 
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Will England Go Back to Gold? 


T is an odd coincidence that the same tinder box pro- 
I vided the sparks which touched off the world conflict 
of 1914 and the gold panic of 1931. A little more 
than 17 years ago the Archduke Ferdinand of Austria was 
murdered in Serbia, and the World 
War ensued. In 1931 the failure of 
Austrian Credit Anstalt—the bank 
founded years ago by the Emperor 
Franz Joseph, father of Ferdinand, 
marked the beginning of central bank 
difficulties in Europe which culmi- 
nated in the German crisis and Eng- 
gland’s desertion of the gold standard. 
The world has recovered its per- 
spective since that event but it is 
vitally interested in the next step. Is 
abandonment permanent? Will Eng- 
land go to bimetallism or managed 
currency? With the pound already 
off about 22 per cent how much 
farther will she allow it to go? 
Certainly France with about 700 
million dollars invested in Great 
Britain is concerned in this latter question. Even the pres- 
ent level of sterling represents a loss equal to four times 
the capital and reported reserves of the Bank of France. 
The United States is more than casually interested with 
publicly held British investments of 641 million dollars. In 
addition it must be remembered that not only has our Fed- 
eral Reserve joined with the Bank of France to loan Eng- 
land $250,000,000, but private American bankers lent a 
still greater sum at the time of her recent stress. This 
latter loan was, however, through the shrewdness of J. F 
Morgan, arranged as prior to all other indebtedness. Ob- 
viously our stake ix too great to view calmly any great 
devaluation of sterling despite the fact that a portion of 
it is payable in gold. And in the last analysis England 
herself cannot afford to see the decline go to extremes. The 
one dollar level frequently mentiond as a possible point of 
stability would mean her national bankruptcy. England's 
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own investment position throughout the world is a chal- 
lenge to any such figure. 

Obviously England is between the devil and the deep 
sea. She faces the battle of her life, yet she is sorely handi- 

capped. Her troubles are deep seated 

and of long standing. When other 

nations revalued their currencies after 

the war, England struggled back to 

the old parity. As the world’s banker 

she assumed the obligation to do 

so, but she has only prolonged her 

agony. Moreover, she failed to 

reckon with her inherent weakness, 

arising from her stationary, if not 

retrogressive position, during the time 

that the rest of the world marched 

forward to a new day. Too late was 

she to realize that her obsolete manu- 

factories and the rapid industrial de- 

velopment of her colonies were weak- 

ening her position in world trade;— 

too weak to offset the drain on her 

resources when the withdrawal of 

foreign credits and the outflow of gold began. And the 

flow continued until it reached 200 million pounds which 
exceeded her entire external debt by 80 million pounds. 

The suspension of gold payments was inevitable. 

So far the effect of her flight from gold has been ac- 
celerated, trade has improved and labor automatically 
deflated. But basically England is still confronted with 
the fact that she must import her raw materials as well as 
her food. Indeed she must expend on food alone some 
450 million dollars annually even under normal conditions. 
Now the cost of every item entering her ports is subject 
to the increase imposed by the deflated pound. 

With the realization of these difficulties has come the 
overthrow of the Labor party in power and an overwhelm- 
ing victory for the Conservatives in the recent election. 
Radical tendencies have had their fling—Socialism is at 
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Inflation Is At Hand— 


Let It Be Moderate and Controlled! 


By THroporE M. KNaApPEN 


RE we in for inflation? 
A Before endeavoring to answer the question it 
might be well to ask: What is inflation? 

I put that question to a member of the Federal Reserve 
Board. He answered: 

“Tt would take a book to reply to your question. What 
you might call monetary or credit inflation today might 
be relative deflation tomorrow. In fact, it is all a matter 
of relativity.” 

I asked a banker. He said: 

“Inflation is an artificial expansion of purchasing power 
—but you may expand the purchasing power without any 
purchasing happening. So we will have to say that in- 
flation is artificial purchasing power that works. By 
‘artificial’ I mean a dynamic money or credit condition 
which is not created by actual business demand.” 

“Now, if deflation has gone so far,” I asked a high finan- 
cial oficer of the Government at Washington, “will it be 
a crime against the high gods of sound finance to try to 
create some counter inflation?” 

“No,” was the answer, “but let us use a better word, let 
us say ‘expansion.’ Inflation has acquired a sinister mean- 
ing. Now if I should talk publicly and say that we need 
some inflation I would be in disgrace with my banking 











friends for the rest of my life. But if I should say that 
what we need is an increase of purchasing power, of buy- 
ing, they would say that I was sound. I would continue to 
be sound in their judgment until I suggested that we ought 
to manufacture a little purchasing power in order to give 
the nation’s locked up purchasing power a kick-off. In my 
opinion there are times when such a course is wise, even 
necessary.” 

When you get right down to the fundamentals of Pres- 
ident Hoover’s program for business relief they all come 
to a stimulation and release of purchasing power. 

So, in a way you can put it down in black and white 
that if President Hoover succeeds with his program we 
shall have inflation, in the sense of business expansion 
artificially caused. And we may have more than the Presi- 
dent wants. 

Politics is in the situation. A financier, a national fig- 
ure, one of the men the President has consulted in drafting 
his program, said: 

“We are going to have inflation if the President of the 
United States can do it. Mr. Hoover can not be president 
of the United States a second term unless business im- 
proves most markedly by next spring. It probably will 
not generate its own pronounced betterment by spring. 


a 


io 











He Should Prove a Useful Animal If They Can Hold Him 
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Therefore, it must be stimulated into activity. I do not 
say that the trick can not be turned. I only fear that an 
artificially started wave of prosperity may not last more 
than a year or two—that it will be spotty, and only a re- 
spite which will make it harder than ever to go through 
with the deferred punishment.” 

Of course, this man is hard-boiled. He believes that 
economic law is inexorable as our forefathers held the 
moral law to be . . . Nobody can do anything about it 
. . . A business crisis according to him is an economic sin 
for which retribution must and will be exacted to the last 
stroke of the whip. 

But it is not only the President who may or will apply 
the inflation pump to business. Congress—in unstable 
partisan control—may take a hand in the game of its own 
initiative. Between Congress and the President the fol- 


lowing inflationary projects are under way or contemplated. 


Eight Roads to Inflation 


1. The National Credit Corporation, with half billion 
to a billion of credit dynamite with which to break up the 
jam of frozen bank credits. 

2. Two or three plans for “unfreezing” frozen real 
estate credits. One is to create a national mortgage re- 
discount bank. One form of this idea calls for the is- 
suance of 2 billion dollars of United States bonds to pro- 
vide the capital, with the Federal Farm Loan Banks as the 
vehicle. 

3. More money for the Farm Board. 

4. Railroad financing in the form of a government loan, 
possibly of a billion dollars. Perhaps this may be com- 
bined with other financing and put under the administra- 
tion of a government-owned corporation similar to the War 
Finance Corporation of the last decade. 

5. Additions 
to the classes of 
paper available 
for rediscount by 
the Federal Re- 
serve Banks. 

6. A govern- 
ment _ revolving 
fund of 150 mil- 
lion dollars to 
equip the comp- 
troller of the 
treasury to li- 
quidate as rapid- 
ly as possible the 
approximate bil- 
lion dollars of 
deposits in de- 
funct banks. 

7. A bond is- 
sue of, say, 2 
billion dollars to 
meet the treasury 
deficit which is 
now about 1,700 
million dollars. 

8. A bond is- 
sue of 5 billion dollars or thereabouts to provide funds for 
a colossal Federal public works program. The purpose is 
to provide employment and pump a flood of active money 
into business. 

The conservatives more or less oppose all these schemes, 
even the already going National Finance Corporation, 
which does not involve the use of Federal funds. They say 
that it will merely provide reckless bankers with fresh 
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They Hold the Reins of Inflation 


money to repeat their financial offenses. However, most 
of the conservatives agree that the Finance Corporation 
will do good. © 

All the proposals for issuing government bonds have 
double-headed inflation possibilities. In the first place they 
will tend to inflate credit and currency by the extent to 
which they are floated through bank credit and are reflected 
in increased reserves. Also, there is a possibility that if 
the public should not relish them the Federal Reserve 
Banks might be called upon to absorb a considerable quan- 
tity, thus pumping credit into the market by increasing the 
supply of currency issued against the bonds. 

The financial authorities seem to be in agreement, how- 
ever, that credit inflation would not result if these bond 
issues were paid for out of the actual surplus funds of the 
public. 

There is an element in Congress and the administration 
that holds that under no circumstances should the govern- 
ment float bond issues to meet the deficit. It maintains 
that in times like these the paramount duty of the authori- 
ties is to cut expenditures and increase taxation until the 
budget is balanced. Just as it is the first duty of every 
business and every person to resort to the severest meas- 
ures to balance income and outgo—and the best way for 
everybody individually and collectively to vanquish hard 
times—so, the argument runs, such is the first duty of 
government. 

The extravagances of national, state and local govern- 
ments in recent years are declared to be most reprehensible 
and partly responsible for the depression, through their 
contribution to the mountainous mass of debt that 
crushes the taxpayer and diverts funds from productive 
industry. 

Incidentally, there is much criticism of the Federal gov- 
ernment for permitting the rediscount rate to be raised just 
after the last 
bond issue was 
put out at a low 
rate. The result- 
ing depreciation 
of the bond prices 
and higher in- 
terest rates will 
have cooled the 
ardor of investors 
to such an extent 
that future issues 
will have to carry 
consider- 
ably higher cou- 
pons. Of course, 
it may be main- 
tained that there 
was no deliberate 
connection 
between the bond 
flotation and the 
raising of the 
Federal Reserve 
discount rate. But 
it is altogether 
likely in view of 
past experience, that Federal Reserve and government 
policies do not always proceed in separate channels. Poli- 
tics has subtle ways of seeping in. 

A view regarding the possibilities of inflation that is 
rather commonly held in Washington is that in the present 
state of mind of bankers and business men it is impossible 
to cause inflation of credit. Senator Glass points out that 
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Third-Quarter Statements I hrow 
New Light on Industry 


Careful Analysis Reveals Corporations in Diver- 
sified Lines Which Have Not Only Hit Bot- 
tom But Have Capitalized Bottom Conditions 


By Epcar T. BrarNerD 





That of du Pont shows third 





ERE are two points of view 
from which the third quar- 
ter earnings reports of 
American corporations may be ex- 
amined. If considered in terms of 
1929 dividends, they are, in the 
aggregate, overwhelmingly un- 
favorable. But if inspected for evi- 
dence of progress in the operating 
readjustment on which the next 
period of business prosperity will 
be founded, they are in many re- 
spects convincingly hopeful. 
Above all, they show that 
American business is not supinely 
waiting to be rescued by a magical 
turn in the economic tide. In- 
stead, management is concentrat- 


power. 


again.” 


“The majority of corporations ap- 
pear to have hit bottom in earning 
Even at this low level most can 
‘get along,’ meet fixed obligations and 
build for the future. 
it is this return to first principles, this 
thorough readjustment of operations, 
which always in the past has recon- 
structed a sound prosperity sooner 


than seemed possible. 


quarter consolidated net income of 
$13,802,549 as compared with 
$13,033,345 in the third quarter 
of last year; while profit for the 
first nine months of the year 
amounted to $41,412,943, against 
$45,984,659 for the corresponding 
part of 1930. Although the third 
quarter results are moderately fa- 
vorable, the Wall Street reaction 
to publication of the figures can 
be summed up about like this: 
“They are neither better nor worse 
than was to have been expected.” 

But what of the fact that du 
Pont’s operating income from its 
own business, exclusive of its in- 
vestment in General Motors stock, 


Painful as it is, 


It will do so 





ing more intensively and more 





eficiently than ever before to meet 

conditions as they exist today. It 

is accepting the new economic level and doing its utmost 
to make the best of it. Such measure of success as is 
attained in this effort is the best possible preparation to 
convert even a moderate and slow revival of gross activity 
into gratifying profits. 


It is, naturally, of substantial interest 
to the stock market whether or not 
earnings are sufficient to maintain 
boom era dividends but this is essen- 
tially a short-term matter, without prophetic relationship 
to the future. It is the sub-surface readjustment quietly 
going on that is of significance in relation to future profits. 

The adjustment, broadly speaking, is following two lines. 
First, costs are coming down and operating efficiency is 
increasing. Second, there is a marked tendency to cultivate 
demand by the introduction of new or improved products. 
Beneficial results along both lines can be seen even in some 
of the less favorable earnings reports now available. They 
are of more importance than the mere matter of earnings 
per share, which, unfortunately, is bedevilled by useless 
comparison with the extraordinary figures of 1929. 

Let us look, without the handicap of dark glasses, at 
the reports of some representative corporations. 
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Costs Down, 


Efficiency Up 


was nearly $1,600,000 larger dur- 
ing the first nine months of 1931 
—a year of severe depression—than for the first nine 
months of 1928, which was a year of excellent business? 

For a company, whose operations extend into almost 
every field of business, to do better now than in 1928 
hardly squares with the prevailing conception of an all- 
inclusive depression. Excluding investment account, its 
operating income for the third quarter was $6,188,962, 
as compared with $6,059,517 in 1928. For the first nine 
months of the year it was $17,444,168, as compared with 
$15,920,630 in the corresponding period of 1928. 

The detailed factors behind these figures are not avail- 
able. It may be safely assumed that operating economies 
and efficiencies have been increased and that recession in 
some departments has been more than off-set by progress 
in others, particularly in such new products as cellophane. 


The Westinghouse Electric & Manufac- 
turing Co. has been hard hit by de- 
pression. For the first nine months of 
this year it shows a deficit of $966,709, 
as compared with net profit of $11,352,244 for the same 
period of 1930. Can any possible encouragement be found 
in this comparison? Quite a bit. The fact is that Westing- 
inghouse, as will be seen from more detailed study of the 
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teport, has made great progress in readjusting itself to the 
new basis. 

The first quarter of the year resulted in a deficit of 
$2,885,945 on gross sales of $28,476,175, but internal 
economies and improvements enabled the company to show 
a profit of $926,604 for the second quarter on sales of 
$32,147,158 and in the third quarter profit was expanded 
to $992,632, although gross sales in this period receded to 
$27,230,402. In short, by the third quarter Westinghouse 
had placed itself in a position to profit from a sales volume 
substantially lower than that on which it had run at a 
heavy loss in the first quarter. 

This progress is revealed even more plainly if “other 
income” be eliminated. Operating profit in the second 
quarter was $302,359 on sales of $32,147,158 and in the 
third quarter was $838,199 on sales only $27,230,402. The 
figures suggest that Westinghouse has built the founda- 
tion on which satisfactory earnings should be re-established 
without much difficulty, given anything like a normal ac- 
tivity of general business. 


For the discriminating investigator, the 
automobile industry furnishes some en- 
couraging results. Let us, for example, 
examine Studebaker, which, if judged by 
recent market quotations, would not appear to be doing 
very well. Sales for the third quarter were only $12,- 
566,647 as compared with $22,880,152 during the same 
quarter of 1930, and for nine months were $53,375,510, 
against $73,125,949 in the preceding year. Net profit for 
the third quarter was $466,770, against $514,006 in 1930; 
and for nine months was $2,496,125, as compared with 
$2,772,708 in 1930. 

In short, the company’s dollar sales of cars during the 
third quarter were 45 per cent under the figure of 1930, 
but net profit was only 9 per cent lower. For the first 
nine months of the year sales were off 27 percent, while 
net profit declined only 10 per cent. 

This is a phenomenal showing, when one remembers that 
the natural tendency in mass manufacture is for profits to 
increase or decrease faster than production. There are no 
special factors of abnormal nature to account for it. Costs 
have been lowered, inventories reduced, financial position 
strengthened and margin of operating profit expanded. 

Chrysler earned $1,518,966 during the third quarter, 
as compared with a loss of $916,108 in the third quarter 
of last year. This is largely accounted for by the com- 
pany’s aggressive entry into the 


Larger 
Unit Profit 


only 1.36 per cent in 1930, a striking accomplishment. 

Third quarter earnings of Bendix Aviation were $275,- 
631, as compared with $187,247 in the corresponding 
period of last year, although the field in which it chiefly 
operates, automobile accessories, is generally depressed. The 
answer appears to lie partly in lower costs and increased 
operating efficiencies and partly in the acceptance of de- 
pression as an opportune period for the aggressive develop- 
ment and promotion of new products. The company has 
entered the field of lubrication, in co-operation with Stand- 
ard Oil of Indiana, and is pushing such new products as a 
vacuum clutch control and a seamless flexible, metallic 
tubing. 

Among the leaders in merchandising, Sears, Roebuck 
shows net profit of $9,350,760 for the forty weeks ended 
October 8, as compared with $9,968,329 for the corre- 
sponding period of 1930. This is a decline of approxi- 
mately 6 per cent, but dollar sales declined 8.6 per cent, 
these ratios indicating a substantial improvement in operat- 
ing methods. Further evidence of progress is afforded by 
a decline of $12,000,000 in inventories in a year and a 
reduction of more than $4,000,000 in notes payable. The 
inference of the figures is that the company is in a position 
to handle increased business with a relatively small upturn 
in expenses and corresponding expansion in profit. 

The J. C. Penney Co. has gone even further in adjust- 
ing itself to new conditions, with the result that profits 
already have increased materially over those of 1930, 
although dollar volume of sales is lower. 


In a necessarily brief survey of corporate re- 
sults, only a few more examples need be 
cited. Public Service of New Jersey earned 
$31,348,487 in the twelve months ended 
September 30, against $29,620,857 in the preceding year. 
True, the company is favorably situated in a relatively 
depression-proof industry but lowered costs and greater 
eficiency are reflected in the fact that operating expenses 
took only 58.5 per cent of gross earnings during this 
period, against 60.6 per cent in 1930. ° 

Earnings of the Commercial Credit Co. in the third 
quarter were $797,486, against $571,909 for the third 
quarter of last year, yet this gain accompanied a 25 per 
cent decline in gross business. The answer is reduced 
expenses and increased operating efficiency. 

The results for Bush Terminal are similar. Third quar- 
ter net was $420,805, as compared with $365,749 last 
year. For nine months net was 
$1,336,701, against $1,354,260 or 


In Many 
Lines 








low-priced field with a popular 
new model, third quarter unit sales 
having been 102,812, against 56,- 


a decline of approximately 1 per 
cent. But the decline in gross 


307 in 1930. 

But other factors are involved. 
Costs have been lowered. Inven- 
tories have been reduced in a year 
from $27,499,633 to $20,358,187 
and in the same time cash and 
marketable securities have  in- 
creased from $46,764,982 to $60,- 
186,165 while funded debt has 
been reduced by more than $1,- 
500,000. The combined result for 
the first nine month: of the year 
was a gross margin of profit upon 
sales of 13.23 per cent, as com- 
pared with 12.51 per cent in 1930, 
while net margin of profit upon 
sales was 2.32 per cent, against 
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Earnings That Resist 
Depression 


Third Quarter 
Net per Share 
1930 
Bush Terminal e .50 
Monsanto Chemical d 41 
Commercial Credit ° 55 
Perfect Circle < 98 


Sidney Blumenthal ’ 48 
Bendix Aviation . .09 
Int. Business Mach $2.85 
E. I. du Pont . $1.05 
Telautograph é .39 

















earnings was 6.7 per cent, its re- 
duction to a basis of 1 per cent 
in net being due to operating bet- 
terments and reduced expenses. 

In reporting net profit of $361,- 
720 for the third quarter, against 
$173,515 in 1930, and _ nine 
months’ net of $1,033,174, as com: 
pared with $795,912 in the corre- 
sponding period of the preceding 
year, Monsanto Chemical is reap- 
ing the benefits of a $5,000,000 
program of research, of new prod- 
uct development and of consoli- 
dation of plant facilities. 

While this company is a large 
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Business Can Thrive On a 
FourDay Week 


Division of Work a Vital Step to Tomor- 
row’s Prosperity as Well as Today’s Relief 


By Cuester M. WRricHT 


Economist of The American Federation of Labor 


of the definite results of the current 

financial and industrial depression is to 
be a 5-day work week, or a 4-day work 
week, but it is by no means too early to say 
that there is every indication that we shall 
emerge with a profound readjustment of 
the whole work life of the nation on some 
new basis of fewer hours of work per day, 
per week, per month and per year. 

The United States is quite probably 
bringing into being in this period of stress 
a greater metamorphosis in the manner of 
a people’s living than was ever wrought 
in any peace-time change anywhere in a 
similar length of time. To a marked ex- 
tent we shall have changed unemployment 
into leisure by the time recovery has 
arrived. 


f is perhaps too early to say that one 


Spreading the Work Around 


There is a great urge today for the shar- 
ing of work so that as many as possible of 
the unemployed may be given some work and consequently 
some wages. It is argued that it is better that all have 
some work than a few have full time while others have 
none. Upon this there is a marked agreement between 
large employers, relief workers and labor leaders. The 
sharing of work has been urged by the President’s Com- 
mission on Unemployment and by the American Federa- 
tion of Labor. It has been put into practice by a consider- 
able number of corporate employers, including such well- 
known firms as the du Pont Co., the DeLaval Co. and 
the Kellogg Co. 

Here are firms in a variety of fields. The du Pont 
Co. has found its way into a tremendous diversity of pro- 
duction, but the market for much of its output depends 
upon consumer ability to buy. Stability is not made to 
order for this company. The Kellogg Co., making cereal 
preparations, no doubt caters to an almost constant appe- 
tite, but in the face of great competition. The DeLaval 
Co., making heavy machinery in at least one of its great 
plants, is subject to the fluctuations and uncertainties that 
must accompany a business which depends upon large con- 
tracts. But these and many other firms have sought as 
best they could to spread employment to the vast gain 
of the retail business of their communities. While Kellogg 
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and du Pont have adopted a short work- 
day, DeLaval has divided work and has cut 
the work-week rather than turn men away. 

A genuine effort is being made to con- 
sider human welfare and to think ahead to 
tomorrow in terms of social well-being and 
while cargoes of caustic would not be too 
much to heap upon the heads of certain 
employers who have remained true to 
feudal ideas, there is a wealth of promise 
for the future in the efforts of scores and 
hundreds who have sought to maintain a 
payroll relationship with as many as 
possible. . 


Work for All in Four-Day Week 


President William Green, of the Ameri- 
can Federation of Labor, has just estimated 
that there would be work for all industrial 
workers today if a 35-hour work-week 
were to be adopted. A year ago another 
estimate indicated that a 40-hour work- 
week, universally applied in industry, 
would produce work for all. President Green’s estimate 
is a close approach to a four-day week of eight hours per 
day. The 40-hour week is a five-day week. 

Charity, however disguised, even a dignified insurance 
relief, is no substitute either commercially or socially for 
regular earnings. It is far better to have no unemploy- 
ment and shorter working time for all than full time or 
part time for the many and no work at all for millions. 

This winter America will care for a great army of un- 
employed. In many cities large funds already have been 
raised by voluntary contribution. A great burden has been 
put upon public good will and pocketbook. When this 
money is translated into commodities many of those com- 
modities will be sold without profit. In reality a vast 
charity undertaking is under way. How much better dis- 
tributed employment would be for the workers and for 
business! Money paid in wages that make families self- 
supporting goes to lift the burden of charity and turn 
the wheels of business. Division of work to create em- 
ployment and wages cuts down the amount of charity 
needed. Money earned as wages and expended in the 
normal channels helps all business to function normally. 

If temporary division of work to relieve unemployment 
is healthy for business, then permanent shortening of work- 
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days and work-weeks to 
create a balance that 
means permanent em- 
ployment, as far as 
permanent employment 
ever can be possible, 
would be doubly healthy. 
Healthy not alone for 
the employes, but 
healthy for the makers 
of commodities and the 
whole structure through 
which commodities are 
distributed to the users 
thereof. 

Can there be any question as to whether permanency of 
consumer market is healthy and profitable? Can there be 
any question as to whether it is not better that all should 
be at work, actually earning money, than that only a part 
should be at work? Can there be any question as to 
whether a rational distribution of work and wages would 
not be better, healthier, sounder, for the whole community, 
business, manufacturer, banker and worker, than a roller- 
coaster of feast and famine? 

If the American ideal is a nation at work and buying, 
then we are most certainly confronted with the permanent 
necessity of a work-week shorter than anything that has 
ever been known, except in a few occupations affecting 
relatively smaller numbers. If work is the ideal then we 
must move from unemployment to leisure through a dras- 
tically shortened work-week. If we do not move toward 
leisure as the alternative for unemployment then we shall 
quite probably have to face social disturbances the outcome 
of which is beyond present prediction. 








No Turning Back 


Perhaps many employers who are today shortening their 
work-day and their work-week believe that when employ- 
ment conditions improve they will go back to the old status. 
Perhaps some of them will, for a time, but if anything 
like science governs future operations, if the facts of em- 
ployment are to be considered, then there will be no gen- 
eral return. On the contrary, there will be an insistent 
clamor that those who have been laggard shall hurry up 
and join the procession. 

There is no standard work-day in the United States, 
just as there is no standard wage and no standard of living, 
though men talk as if there were such things. American 
industry runs the gamut from the latest and most scientific 
back to the verge of the jungle. Workers earn $2,000 


and $3,000 a year and work- 


ture in which there has thus far been very little of unity 
of ideal and very little of uniformity of practice. But here 
also there is progress and it is altogether likely that we 
have seen, in the past ten years, more movement toward 
unity of ideal and more of convergence toward standard 
practices and employment policies than in the previous cen- 
tury. Industry is better equipped to emerge from this de- 
pression into a stabilized condition of solvency than ever 
before. Industry today has within itself more of the ma- 
chinery for consultation and united action than ever before. 
It is a long way from having enough, but the development 
is amazing. And the constant pressure against the anti- 
trust and anti-conspiracy laws is an indication of an intelli- 
gent demand for greater freedom to join intelligences in 
organization. 


Unemployment Not New 


The question of unemployment is not new, though many 
Americans talk about it as if it came upon us suddenly in 
the fall of 1929. If that were the case we could not be 
so sure about the necessity for a generally shortened work- 
week. But the truth is that unemployment, as a major 
issue, has been developing for a great many years. Prior 
to 1929 the nation passed through a period that was called 
prosperity. But not since 1919 have there been as many 
men at work in the United States as were at work in that 
year. Unemployment did not suddenly fall upon the na- 
tion in the fall of 1929. It had been coming by leaps and 
bounds, but so great was the fanfare of the prosperity or- 
chestra that few heard its approach, except those affected. 
That type of unemployment called technological unem- 
ployment, probably for want of a better term, had been 
growing, creating in itself an unemployment crisis. More- 
over, it will continue to grow in the years to come. That 
is why the division of work in the extremes of today is 
more than likely to lead to a permanent shortening of work- 
time. There is no other visible road out of permanent 
unemployment and those who give heed to the misery of 
today know that permanent unemployment is unthinkable. 

There is a more or less general aversion to statistics, for 
somehow it is believed that statistics are tiring and people 
must not be tired. But in these latter days most men and 
women have had to consider unpleasant statistics. Con- 
sider, then, the accompanying tabulation of unemployment, 
covering non-agricultural, industrial workers from 1920 to 
1927, for they tell a remarkable story. 

We may assume that the low point of unemployment in 
1926, when we find 5.2 per cent idle among industrial 
workers, registered the volume of technological unemploy- 
ment at the then irreducible minimum, for the country was 
going full speed ahead then 








ers earn as little as $150 a 
year. We have the latest 
development of democratic 
employment relationships and 
the early feudal idea, all 
operating within the same 
nation and within the same 
industrial structure. There 
is still, we observe, a great 
deal of groping and a great 
deal of trial and error—along 
with a great deal that is 
mostly error and very little 
trial. 

So, when men speak of the 
5-day week, or the 4-day 


The Trend of Unemployment 


Total Supply of 
non-Agricultural 


Labor 
(In thousands) 


in that era of prosperity of 
which we boasted to the 
whole world. Machines were 
doing their best, piling up as 
we later came to know, a 
(In thousands) Unemployed volume for which there was 

1,401 5.1 to be no sale, because, 
strangely enough, purchasing 
power vanished almost over 
night. And then, in that 
day of sunshine and happi- 
ness, one in every twenty 
was out of a job! Stating it 
another way, something like 
1,669,000 industrial workers 
were unemployed, mostly 
displaced by automatic ma- 


Estimated 
Numbers 
Unemployed Per Cent 


4,270 15.8 
8,441 12.1 
1,582 5.2 
2,315 7.7 
1,775 6.7 
1,669 5.2 
2,055 6.3 
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out automobile bodies, milling out breakfast foods, bottling 
beverages, cutting clothing and doing a million jobs that 
once wore callouses on human hands and taxed the strength 
of human eyes. Veritably we looked upon the providential 
outflow of goods and cried, as of old, Deus ex machina. 


New Basis of Employment Relations 


And then, over night, this great nation awoke to dis- 
cover that if there had been a god in the machine the god 
had been playing tag with a devil in the machine and the 
devil would not be exorcised without much pain and tra- 
vail. Incantations would not do the trick. 

As far as men now can calculate, we never again can 
put back to work all of those who are able and willing to 
work, unless there is a new basis for employment relations. 
On the basis we have known it is definitely, finally and 
irrevocably established that there are not jobs for all who 
need them and are able to hold them. A great door has 
clanged shut, with that finality in its clanging that sends 
up men’s spines the shudder of despair and lost hope. 

I have gone back over these past years to indicate that 
this vast unemployment crisis that has so stirred the nation 
is by no means a passing thing, like a flood, or a hurricane. 
It is not a bolt from the blue. It is something that has 
worked upon us out of our system of producing and dis- 
tributing commodities by power and machinery. It is 
logical to conclude that if this thing has come about through 
a changing system of production and distribution its remedy 
must lie in changing the rules and methods by which we 
operate that system. Whatever involved tracts may be of- 
fered to us, dealing with international finance, world mar- 
kets or what have you, it appears inescapable that industry 
must work on a basis of shorter work-days and work-weeks 
and on a wage basis related to output and human needs. 
More and more the ancient doctrine of “all the traffic will 
bear” becomes anti-social and menacing. We can and do 
scrap old slogans and practices. No decent business house 
any longer operates on a basis of “let the buyer beware. 

A hundred years ago men worked from sun to sun. 
That was the accepted thing. There could not be too 
much work. Men’s supplies of good things were limited 
by the amount of toil their hands could perform. Twenty 
and twenty-five years ago came the great struggle to effect 
the 8-hour day. Men went about their work—when they 
dared—wearing buttons inscribed, “8 hours for work 8 
hours for leisure, 8 hours for sleep.” Nobody will ever 
be able to put into figures the tremendous increase in read- 
ing, the vital advances in culture and countless social values 
that came to the American people as man after man gained 
two more free hours a day, cutting his 
toil from 10 to 8 hours a day. 





of employer difficulties, 
there has been constantly 
pressing home its de- 
mands that modern mir- 
acle, mass production. 
We did not come soon 
enough to the 8-hour 
day, or to the Saturday 
half-holiday or to the 5- 
day week. 

By 1930, 55 per cent 
of the building trades 
workers in territory cov- 
ered by a United States 
Department of Labor 
survey worked a 5-day week. By early 1931 in 44 Cities 
all building trades workers were on a 40-hour, or 5-day 
week, while in 190 cities and towns one or more of the 
trades worked on that basis. In manufacturing there were 
3,941,792 employes on a 5-day week basis. The depart- 
ment offers the assurance that establishments were not 
counted in cases where the depression was responsible for 
less than a 5-day week. It is clear that there have been 
great strides toward a 5-day week and a great body of pre- 
cedent set for a week of less than five days. The Depart- 
ment of Labor assumes that those plants now operating on 
a full-time week of 5 days will not return to a longer week. 
These plants, together with inescapable economic forces 
will no doubt tend to prevent a return to a longer week 
on the part of those plants now having a work-week of 
less than 5 days when normal times return, if that phrase 
may be used. 





Made and Sold at Home 


Business men are being offered more statistics than ever. 
They are getting a clearer picture of the meaning of mass 
production by power and machinery. They are coming to 
know more about the meaning of steady employment and 
about purchasing power. They are coming to know that 
employment is not a matter of concern only to the em- 
ployer. They are coming to know that wage earners are 
not merely so many prospective employes to be used or left 
alone at the convenience of employers. They are coming 
more and more to relate workers and wages and purchasing 
power to the end that there may be stability of prosperity. 
They are studying the ups and downs of the past. They 
are coming to include in the picture the long-neglected fact 
that fully 90 per cent of all American manufactured prod- 
ucts is sold and used at home and not in foreign markets. 

The American Federation of Labor 
is the authoritative voice of the work- 





The agitation for the 8-hour day 
was great and progress was not overly 


Hours OF LABOR ARE DECLINING 


ers of the United States. It is their 
organization and its utterances are 





fast. And yet, as the ages are meas- 
ured, it was phenomenal. ‘So, too, is 
our progress toward a new goal, which 


shaped by their desires. And what 
does it demand as means of ending de- 
pression? It demands a shorter work- 





may well enough be a 4-day week of 
not over 8 hours per day. 





day and week, it demands a wage ad- 
justed to production capacity and it 
demands a structure in industry that 





We have long talked about the Sat- 
urday half-holiday and by and large 
the nation accepts it today as standard. 


will permit workers to participate in 
the making of decisions affecting em- 





It was natural that from the Saturday 
half-holiday should come the idea of a 
§-day week. Too many plants have 


NUMBER OF HOURS 


ployment relations, including wages 
and hours. It may be said with utmost 
safety that there is a narrower margin 











found that half work-day on Saturday 
a wasteful thing and so employers and 














of difference between the expressed 
views of organized labor and the great 

















employed have found reasons to move 
in that direction. But far above the 
needs of human convenience and 





body of employers than history has 
ever known in this or any other coun- 
(Please turn to page 108) 
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“Now Don’t Quote Me, 


But—” 


As Reported by the “Itinerant Economist” 


It Might Happen Again 


I had a chat with a banker who was confident a year 
ago that the present depression was not so bad as that of 
1920-21. He looked a bit annoyed when I reminded him 
of a view that has been discredited by events. “The chart 
tells the story,” he said, pointing to a graph of the ups and 
downs of business for fifty years. “A year ago I was right 
according to the comparative figures up Om Re 
to that time. The trouble is that the at ; a 
line of business activity kept on going 
down after I thought it was clear down 
After that rebuff by facts that do not 





assertions about the present or predic- 
tions of the future.” 

“But can you see any possibility of 
the business activity line turning up- ° 
ward in the near future?” I persisted. 

“T can’t and don’t any longer see an 
inch in front of my nose,” he replied. 
“But I might remind you of what hap- 
pened in the depression of 1907. Per- 
haps you will recall that it was char- 
acterized by a real money panic. Re “\——= 
member how the banks all stopped pay- 
ing out cash on checks presented by the 
drawers at tellers’ windows until they had been put through 
a third-degree examination which generally resulted in the 
check being re-written for a smaller amount. You will re- 
call, too, how we had to resort to cashiers’ checks and 
clearing house certificates. All because so much cash had 
gone into hiding. Two or three months later that con- 
cealed cash came back to the banks in a veritable flood and 
suddenly the banks found themselves with oceans of money 
which they had to put out in loans. The business situation 
changed almost overnight. Mind you, I have no forecast 
to make, but suppose the billion or so of cash that is being 
hoarded now should suddenly be drawn back into the banks 
by a return of confidence. Stranger things have happened.” 


Racing Backwards 


“My friend Blank of the Blank Company and I,” re- 
marked the head of a powerful utility company, “used to 
chaff each other about the upward race between our shares. 
Now our chaffing is about their relative rapidity of reces- 
sion. When his shares are lower than mine he thinks he 
has one on me. You see, he figures that when that is 
the case there will be more buying of the Blank Company 
shares than ours. it is also a source of amusement to 
both of us, knowing how firmly entrenched our corpora- 
tions are, to reflect on how little reason there is in human 





affairs. When our stock was quoted at impossible figures 
there was a mad demand for it. When it offers bargains 
of a decade, if not of a generation, there are frantic sellers 
and cold buyers People fought for stock that was yield. 


ing only 2 per cent at market quotations and now they 
run from it when it is paying 10. The worst of it is that 
despite our inside knowledge both of us are so crimped 
that we can’t profit much personally from it. 


ike 


Why is 
it that there is plenty of money when 
there are no good things and none when 
they abound on every side?” 


Is Government Ownership 
Inevitable? 


“Government ownership is the only 
way out,” said one of the great railway 
builders of the past, talking about the 
present plight of the railways. “Be 
tween the Interstate Commerce Com: 
mission and the railway unions the rail- 

‘. ways are no longer fundamentally man- 
aged by their nominal managers. The 
shareholder is out of the picture, talk- 
ing in a broad way. Between manage- 

ment by the Government and the unions 
on the one hand and government ownership on the other 
I have concluded that the argument is all for the latter. 
With my background, I was naturally reluctant to come to 
this conclusion. The red tape and rigidity of public own- 
ership and operation could not be worse than that of the 
present situation. It is neither private nor public opera: 
tion, with the nominal operators tied up with over two 
million rates imposed by public authority and enmeshed in 
a web of intricate pay scales and working condition regula- 
tions, the latter imposed without regard to public interest 
or efficiency of operation. The railways can neither regu’ 
late their income nor control their outgo. On the one 
hand they are bound by public regulation and on the other 
hand they are in slavery to selfish unions whom they dare 
not defy. And I say this as one who throughout a long 
life has always heen for the principle of organization of 


labor.” 


Depression Cause Discovered Again 


“I am deeply interested in the theory propounded by 
Lionel D. Edie in his new book, “Banks and Prosperity , 
said a banker who had been confessing his participation in 
the general puzzlement of a world abounding in goods, 
and yet with a greater potential demand for them than 
ever, being distressfully hard up. “I suppose that my in- 
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terest is largely due to the fact that it expresses clearly an 
idea that I have rather vaguely entertained myself for some 


rears. 
: “As I understand Mr. Edie, the main source of these 
recurring crises—it would be better to say, the primary 
source—is not overproduction or under- ~ )~7 

consumption of goods, but alternations 4 

of overproduction and underproduction 

of credit. He says that it is not so much 

business mismanagement as banking 

mismanagement that is the cause of our 

woes. He accuses the world’s bankers 

of overstimulating production when 

business is on the upgrade and of with- 

drawing support when it is on the down- 

grade. It seems that we have built up 

a tremendous credit machinery which 

we don’t know how to manage. Instead 

of using credit to control business we 

let business control credit. According 

to this theory, when business is good we 

give it unlimited credit on the ground 

that supply should respond to demand. 

The more credit we give the more busi- ——o 

ness expands, and then when it expands still further with 
generous credit and cries for more, we give it more. 

“There is thus brought about a hothouse prosperity 
which must inevitably crash. When the crash comes we 
bankers reason that business has more credit than it needs 
and we proceed to reduce credit drastically, thus making 
the situation worse. This is not an indictment of the 
individual banker but rather of the central banks of the 
world, the banks that primarily regulate credit. I believe 
myself that those central banks have outgrown the tradi- 
tional concepts of the men who are running them. In 
them we have the world’s super-business control but they 
are being managed according to the banking conventions 
of fifty years ago. The managers have come to perceive 
that they have a great part to play in softening the blows 
of these stupendous crises but they do not yet perceive that 
their critical job is to prevent the excesses from which re- 
cessions are inevitable. 

“I agree with the economists who hold that the volume 
of credit should be held to a regular rate of increase with 
the normal growth of business, which is about 4 per 
cent a year. There should be no exceeding this limit. If 
this were done I am convinced that; 
we would have none of these earth- 
quake crises which rock the world 
and must be followed by business 
paralysis.” 


A Challenge to Pessimists 


_“T would like to enter the public lists, [3 
if I were not so difficult,” said the presi- 
dent of a great life insurance company, F 
and joust with all comers on the propo 
sition that this is the worst business de- 
pression in a hundred years. It is my 
earnest opinion that so far as the United 
States is concerned this is almost pros- 
perity, compared with 1873-78 and 


May 10 of that year every bank in New York City closed. 
Before that depression was over the Treasury of the United 
States, which was collecting normally in those times less 
than 60 million dollars a year, had a deficit of 88 million 
dollars. In 1873 there were three million men out of work 
in a population of 40 million, 89 rail- 
roads went into the hands of receivers, 
and 300 out of 307 iron and steel plants 
absolutely shut down. As for 1893, I 
remember it distinctly, and I want to 
tell you that as a nation we are in ease 
now, compared with what we went 
through then.” 


OLA; 


“Fix Your Own Head” 


I remarked somewhat deprecatorily to 

a Federal Reserve official that it had 

been said that the 500 million dollars of 

. the Finance Corporation was such a 

drop in the bucket that its effects would 
be mainly psychological, if any. 

“But that is just what we want,” he 
retorted, “I don’t care whether the Corporation ever lends 
a cent or not. It is my settled conviction that this busi- 
ness deadlock is now at least 50 per cent mental. I am 
reminded of an experience I once had. A badly broken 
leg kept me in splints, plaster casts and braces for the 
larger part of a year and using crutches to get around. One 
day the doctor told me to walk. I couldn’t. ‘Your leg 
is all right,’ he said, ‘but your head is all wrong. I fixed 
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your leg but you've got to fix your own head’. 


The Double-Crossing of Uncle Sam 


“I see that Thomas Lamont says that the American 
banking or investment community has been carrying 
altogether too much of the German reparations load for 
the past twelve years,” remarked a non-international 
banker. “And, of course, that goes, too, for the Allies’ 
loans: That Mr. Lamont is right is evidenced by the fact 
that while we have been pouring investment money into 
Europe, particularly Germany, the Europeans up to the 

present international money panic were 
building up both short time and long 
term credits here. In other words 
they have been using the proceeds of 
the money they got from us to finance 
reparations and the Allies’ debts, while 
they were using their own cash to take 
on American investments. We had no 
real use for their money, but they had 
a pressing use for it. And if they had 
‘+1 used their own funds to pay their debts 
7 to us we wouldn't be in the ridiculous 
position of providing them the cash to 
4] pay us off. Now that our American 
investors are deeply perturbed over their 
German commitments they find that 
they are being used as a club against 
their own government to force a revision 
of the inter-governmental debts. We 


went into a game of heads-I-win-tails-you-loose. Inciden- 
tally this ironical situation throws some light on the alle- 
gation, disregarding the present crisis, that Europe is 
hopelessly dead-broke. Dead-broke countries don’t have 7 
billion dollars to invest abroad.” 


1893-98. Moreover, I will say this country has never since 
had a business shakedown compared to 1837. 

There were 840 banks in the United States in 1837 
and all but 759 suspended. Every single bank in the 
United States outside of New England closed its doors. On 
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The abandonment of the cheap money policy means lower 


bond prices, but 


If funds are brought out of hoarding on returning confidence 
and in response to higher interest rates, the banks must 


become bond buyers. 


Bonds at the Crossroads 


By Laurence STERN 


on record and it was widely assumed that they 

would remain low for months to come. The illusion 
was comforting and tended, so far as credit is concerned, 
to set the existing depression apart from almost all others 
of the past. 

Today the picture has changed with almost magical 
speed. Despite continuing stagnation in business and the 
accompanying lack of commercial demand for credit, in- 
tests rates have advanced sharply, the cost of short-term 
funds more than doubling. At this writing it appears 
probable the upward trend will be extended. 

Only a few weeks ago Wall Street was repeating the 
platitude that “the highest grade bonds always lead the 
way to recovery in the security markets, demand then 
filtering down, as confidence returns, to second and third 
grade bonds and, finally, to preferred and common stocks.” 

That appeared to be sound logic, but now gilt-edged 
bonds—bonds that every investor should have in any 
permanent portfolio—have suffered severe decline and 
plainly face the possibility of going somewhat lower be- 
fore the adjustment is completed. 


Oi a few weeks ago money rates were the lowest 


Investor Faces a Paradox 


Never has the bond investor been confronted with so 
puzzling a paradox. His situation is abnormal in many 
respects and is inherently subject, as has been demonstrated 
in recent weeks, to the danger of relatively sudden change. 
Who would have thought it possible, for example, to lose 
10 points, or the equivalent of more than three years’ in- 
terest, on a 3 per cent United States Government issue in 
the short space of less than one month? Yet this has re- 
cently happened. 

It illustrates the vital necessity of arriving at a com- 
prehensive understanding of all of the factors now involved 
if investment policy is to be wisely and prudently shaped. 

The underlying causes of the rise in interest rates are 
relatively simple. It must be remembered, first, that the 
extremely low level of rates reached during the summer 
was not so much an accurate reflection of natural, open 
market conditions as it was the result of the deliberate 
“easy money” policy of the Federal Reserve Board. This 
policy, involving successive reductions in the rediscount 
rate, was maintained for nearly two years, culminating in 
a discount rate of 1!4 per cent at. the Federal Reserve 
Bank of New York, the lowest rate in the history of the 
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Reserve System. It was a fair trial for “easy money.” 

The theory behind this policy, long a subject of debate 
among economists, was that low interest rates would 
stimulate business and bolster public confidence. It is a 
theory which the experience of this depression has com- 
pletely discredited. Cheap money had no appreciable effect 
upon either business activity or public sentiment. Its chief 
result was to aggravate the troubles of the banks, cutting 
severely into their earnings and, because of the abnormally 
low rates of interest paid upon bank deposits, indirectly 
contributing to the hoarding of currency. 

The “easy money” policy having demonstrated itself to 
be a failure, reversal was only a question of time and 
opportunity. Successive advances in the discount rate to 
2Y per cent and then 34 per cent were, broadly speak- 
ing, the result of the development of a condition of virtual 
money panic throughout the world. Like any manifesta- 
tion of mass emotion, the precise lines of this movement 
are difficult to trace. 

It probably received its first strong impulse from the 
development of financial crisis in Austria and was intensi- 
fied successively by the German financial crisis and by the 
British difficulties, culminating in suspension of the gold 
standard. These occurrences amounted, in effect, to an 
international banking run. 

At the same time money hysteria was growing in this 
country and was both cause and effect of numerous bank 
failures. It resulted in the withdrawal and hoarding of 
approximately $1,000,000,000 in currency. Money fear 
reached a climax in growing foreign distrust of the dollar, 
however unjustified, and in the most sensationally rapid 
export movement of gold we have ever experienced, a 
= ges totalling approximately $700,000,000 in a few 
weeks. 


Reversal of Easy Money Policy 


Although a gradual re-distribution of the “free gold” 
held here is desirable, the disorderly character of the move’ 
ment, as well as increased banking stress here, demanded 
remedial action. This took the form of the announced 
Hoover program of relief and of the establishment of 
higher money rates by the Reserve System. 

The inevitable repercussion of higher interest rates in 
the bond market can best be traced in those gilt-edged 
issues which, being secure in principal and interest, fluc’ 
tuate chiefly in relation to money costs. The recently 
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offered Treasury issue of long-term 3s fell abruptly from 

ar to a fraction under 90. Atchison general 4s, a prime 
favorite of the railway list which had sold as high as 101 
this year, fell below 88. For a bond of this quality, the 
decline was abnormally wide and fast. From the peak 
level of last January domestic bonds as a whole have fallen 
approximately 15 per cent. 

The extent of further possible decline in gilt-edged bonds 
is wholly conjectural. It is of interest to note that Atchi- 
son general 4s sold at a low of 69 in 1920 when the coun- 
try was in the grip of severe credit stringency, due in the 
main to disastrous deflation of commodity inventories, and 
when time money rates advanced to 10 per cent. In 1921 
this bond advanced to 861 and in 1922 to 9514. Perma- 
nent owners of it suffered no loss. 


Credit Outlook Uncertain 


It is to be doubted that we face any such severe credit 
difficulties as those of 1920, but rational forecast in this 
respect is clearly impossible. ‘The present tightening of 
credit is in the main a psychological development and it is 
for this reason that analysis of the situation on the basis 
of either experience or logic cannot be undertaken with 
confidence. It is a condition which can change quickly 
for good or bad, depending largely upon whether a 
frightened public continues to withdraw its bank deposits 
for hoarding or whether, as a result of some general con- 
viction that the turn has been seen, there is a return flow 
of currency to the banks. The latter movement should 
be helped to some extent by firmer credit, since this bolsters 
the position of the banks and permits payment of higher 
interest rates upon deposits. There is already some evi- 
dence of improvement, latest Federal Reserve statements 
showing a currency contraction of $24,000,000 in a single 
week. 

It is conceivable, since similar movements have occurred 
in the past, that the $1,000,000,000 now in hiding could 
return to the banks within a period of, say, three to six 
months. If this happens, the aspect of the money market 
and of the bond market will be substantially altered. The 
banks will be driven into bond purchases—first in “gov- 
ernments,” later in high grade rails and industrials. 

Accordingly, any investor who disposes of the highest 
grade bonds at present on the theory that he can buy them 
back 5 to 10 points cheaper would be undertaking an essen- 
tially speculative operation. They may go lower but ulti- 
mately, probably within a year, they will be higher. In 
short, there are so many uncertainties involved that it 
would appear wise to sit tight on sound bonds which in 
the long-term sense are secure as to principal and yield. 

The problem of the potential buyer, of course, is some- 


what different. He should await either the opportunity 
of abnormally low prices or, at least, convincing evidence 
that credit conditions have changed for the better. 

Money rates, it need hardly be said, are a minor factor 
in the movement of second and third grade bonds. In 
these there is obviously a greater or lesser degree of risk 
as to both principal and assurance of continued interest 
yield. The earning power back of the bond and the margin 
by which its interest is covered are the prime considera- 
tions. Accordingly, the price movement is similar in char- 
acter to that of the stock market, resting upon much the 
same factors of valuation. 

Since corporations vary greatly in financial strength and 
earning power, there is endless variation of movement 
among individual bonds. There is also a striking variation 
among groups, the earnings factor, for example, account- 
ing for a much better performance of utility bonds than of 
railroad bonds. On the other hand, second and third grade 
rail bonds will respond to wage cuts or any other influence 
on earnings in much the same same manner as rail stocks. 
Hence, generalization as to the prospects of second and 
third grade bonds is of limited value. Wise investment 
policy becomes a matter of intelligent discrimination. 

Many such bonds appear to be selling at ridiculously 
low prices. Issues of exceptionally high yield can be found 
in which the protection of principal and interest seems 
adequate. For this reason it may prove that recent quo- 
tations constitute a bottom in various bonds. Wherever 
the low point proves to have been, the first recovery is 
likely to be violent. Catching a rebound of this kind, 
however, should tempt the speculator rather than the in- 
vestor. At most, only a moderate portion of one’s funds 
should be placed at any time in bonds of less than the 
highest grade. Whether this is the proper time to ‘in- 
crease commitments is at least subject to grave doubts, 
although it is certainly equally doubtful that sounder bonds 
should be sacrificed at what is plainly a low price level, 
if not an assured bottom. 


Effect of Supply and Demand 


One may satisfy himself as to the essential soundness of 
a bond, only to find that the price is more responsive to 
general conditions of supply and demand than to specific 
factors of security and yield. It is because of the present 
abnormal balance of supply and demand that certain issues 
appear to be selling at prices out of line with actual 
security and yield. Such issues are unquestionably cheap 
in theory. Whether they are so in practice depends upon 
factors not at all subject to forecast. 

The fact is that much of the recent liquidation of bonds 

(Please turn to. page 102) 
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ERIE RAILROAD 








Will Rehabilitation Find Reflection 


in Earning Power? 


Well-Managed Eastern Trunk Line Is 
Favorably Situated and Possesses Potentialities 


old next year. What experi- 

ences have been its lot, what a 
story it might tell! Plundered, rav- 
ished, and cast aside as “two streaks 
of rust and a right-of-way,” it has 
risen, a phoenix born of the ashes of 
avarice. 

At one time Boss Tweed of New 
York and his notorious “ring” made 
merry with the road. It was the un- 
fortunate recipient of tender admini- 
strations from Financier James Fisk, ex- 
circus hand and Civil War profiteer. 
Jay Gould smiled upon the Erie, found 
it to his liking, and the resulting blight 
can still be discerned. 

With a past history so full of brib- 
ery, corruption, manipulation and re- 
ceivership it is truly remarkable that 
there is such a thing 


Ts Erie will be a hundred years 


By Henry RicHMoNnp, JR. 


course, “valuable, albeit unprofitable” 
is a phrase which probably comes 
closer to characterizing the road than 
any other. But is this also to be true 
of the future? Let us see. 

The Erie Railroad Co. operates some 
2,300 miles of track the main line of 
which stretches from New York to 
Chicago with offsets running north- 
wards from the southwest portion of 
New York State to Buffalo. It is pri- 
marily a coal road, both anthracite and 
bituminous being carried in about 
equal quantities and the two together 


comprising about 44% of the freight _ 


in 1930. Coal is also important to the 
Erie from another direction, for the 
company owns valuable properties 
which, in the distant past, were the 
means of saving it at least some degree 


of embarrassment—if that were pos- 
sible. Last year, income from these 
properties amounted to well over $3, 
000,000 and it is believed that recently 
developed plans will make them even 
more valuable as time goes on. Next 
in importance to coal on a tonnage 
basis is the road’s manufactures and 
miscellaneous trafic which comprised 
about 29% of the revenue freight last 
year. This division has grown con: 
sistently over the past decade and now 
brings in nearly three times as much 
revenue as the carrying of coal, despite 
the latter’s much greater bulk. 

With this as a background let us 
sketch in the later years of Erie’s ex- 
istence which have held much in the 
nature of a renaissance. The Erie 
emerged from government operation 
after the war in 
rather sorry shape. 





as the Erie Railroad. 
And yet the reason 
therefore is perfectly 
logical. The road is 
a valuable adjunct to 
the country’s trans- 
portation system. It 
is true that in its 
early days it was 
more or less justly 
described as the route 
from New York to 
Chicago which missed 
every important town 
on the way; but 
now it traverses a 
densely populated ter- 
ritory, a territory 
which is the manufac- 
turing center of the 
country. In this time 





Net OPERATING INCOME oF ERIE 


The right-of-way was 
in‘a condition indif- 
ferent, while the roll- 
ing stock and _ loco 
motives were for the 
most part fit only for 
the scrap heap. Fur’ 
thermore, the road's 
credit was at such a 
low ebb that it was 
not long before a sub 
stantial sum of money 
was owed the Gov 
ernment. The Jatter. 
tired temporarily of 
the wrecking  busi- 
ness, had decided to 
try its hand at build- 
ing and had rashly 
underwritten a high 
coupon rate note 
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issue—and “got hung up” with most 
of it. 

For some years the Erie waddled 
along making a certain amount of 
progress, but with difficulty. Then 
1924, and there came into its life those 
two glamorous characters, the Van 
Sweringen brothers. Then, and more 
particularly with the appointment of 
J. J. Bernet to the presidency, rehabili- 
tation began in earnest. 

Bernet proved a dynamic executive. 
He possesses a personality and back- 
ground that makes for leadership. As a 
young man he worked as a blacksmith 
among other things, the “other things” 
being the learning of the telegraph code 
of evenings with the help of the local 
station agent. When the Lake Shore & 
Michigan, now part of the New York 
Central, eventually recognized merit 
and promoted the 
station agent, young 
Bernet got his job. 

From here Bernet’s 
career waS meteoric. 
Assistant dispatcher, 
dispatcher, chief dis- 
patcher, trainmaster, 
superintendent and 
then vice-president 
were among the 


quickly taken steps. 
From the pinnacle 
of success represented 
by being the youngest 
high executive of the 


New York Central, 
he swooped, that he 
might better rise the 
further. He assumed 
the task of building 
up the cast-off, and 
apparently hopeless, 
Nickel Plate system 
for the Van Swerin- 
gens. How this was 
done is another story. 
But that it was done is evident from 
the record of Nickel Plate stock which 
soared from between $30 and $40 a 
share to well over $200. 

Bernet found the Erie, not as the 
Government had left it, almost ruined, 
but nevertheless leaving much to be 
desired. For example, it was running 
eighty-three different types of locomo- 
tives, most of which were obsolete and 
for which it was obliged to stock parts. 
The new president scrapped four hun- 
dred of the most kettle-like, rebuilt 
a hundred and bought close to a hun- 
dred of the best that money could buy. 
Result, direct savings in fuel costs, 
labor and maintenance more than 
$3,000,000 a year. 

The rolling stock was handled just 
as decisively as were the locomotives. 
The story of steadily increasing efh- 
ciency is vividly portrayed by the in- 


for NOVEMBER 14, 1931 


dex gross-ton-miles-per-train-hour. The 


operating ratio likewise improved. It - 


was 81.86% in 1927, while for 1929 
is had been brought to 75.55%. There 
was not unnaturally some rise in 1930 
owing to the drastic recession in op- 
erating revenues brought about by the 
depression and, if there be anything at 
all in the terrific hullabaloo in re- 
regard to the truck, increased com- 
petition must also take part of the 
blame. 

But peculiarly enough with traffic 
this year far below last, the Erie has 
brought its operating ratio down be- 
low that of 1930. Now, unless this 
can be attributed to allowing the 
physical condition of the property to 
go utterly to the dogs again—a course 
which is hardly conceivable in view of 
the efforts to build it up—even a 


Erie’s New $4,000,000 Export Pier at Jersey City 


was in its own best interests and it is 
this heavy and unwieldy debt that has 
worked against the company’s credit 
standing. Following the funded debt 
there is $47,904,400 in 4% non-cumu- 
lative 1st preferred stock, $16,000,000 
in 4% non-cumulative 2nd preferred 
stock and finally $151,116,700 in com- 
mon stock. 

In regard to its borrowings the road 
is fortunate in having no near-term 
maturities, which might easily have 
proved a source of considerable embar- 
rassment in times such as these. From 
an earnings standpoint, however, it is 
less fortunate, at least currently. Total 
fixed charges were earned 1.82 times 
in 1929, 1.26 times in 1930, while for 
the current year it is estimated that 
earnings will just fail to cover them. 
But even should the road fail to cover 
by a small margin fixed 
charges in 1931, the 
fact that a number of 
its bonds are selling 
between 50 and 55 
cents on the dollar, 
appears to take an 
overly pessimistic at- 
titude in regard to 
the future. For after 
all the Erie is econom- 
ically justified and, 
apart from the cer- 
tainty that traffic will 
again increase with 
business improve- 
ment, there are excel- 
lent prospects in the 
meantime either that 
the recently proposed 
“freight rate increase 
pool” or a reduction 
in wages will serve to 
avert the worst. 

From Erie’s bonds 
which can be classed 
no higher than specu- 





moderate traffic increase will have a lative investments for the most part, 


startling effect upon net income. This 
should be remembered, for it is indeed 
the whole crux of Erie’s speculative 
possibilities. 

Incidentally, J. J. Bernet having done 
so much for the road forsook it in 1929 
for the presidency of the Chesapeake 
&? Ohio, Hocking Valley and Pere 
Marquette, all of which are under the 
aegis of the redoubtable Van Swerin- 
gens. His place was taken by Charles 
Eugene Denney who, starting with the 
Union Switch & Signal Co. in 1899, 
has been a railroad man all his business 
life. 

Like all railroads, Erie’s capitaliza- 
tion is somewhat intricate. It consists 
of bonds of various kinds and maturi- 
ties, the whole totalling slightly less 
than $300,000,000. The Erie has prob- 
ably always owed more money than 


which excepts the prior liens, we 
move to the company’s preferreds. 
They, too, are speculative. Divi- 
dends on. both the Ist and 2nd 
preferred were resumed in 1929 fol- 
lowing a lapse since 1907, but the sub- 
sequent decline in earnings forced the 
suspension of the disbursement on the 
2nd preferred early this year. Should 
the 1st preferred soon follow its junior 
contemporary into the non-dividend 
paying class it would occasion little 
surprise, for the issue is yielding well 
over 20% at present prices and little 
if anything is being earned on it. 

If the Erie preferreds are specula- 
tive, the common of course is even 
more so. It has never paid a dividend, 
although there have been a number of 
years since 1923 in which earnings of 


(Please turn to page 104) 
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Prospects Undimmed by 


Consolidated Gas common 
sold as high as 182 on the 
New York Stock Exchange to 
yield only 2.2% on the basis of 
its $4 dividend rate. Any number 
of investors, moreover, considered 
it attractive for long pull hold- 
ing at that level. As this is 
written the same stock paying 
the same dividend and backed by 
an even greater earning power 
than in 1929 is available in the 
sixties to yield over 6%. Such 
a radical revaluation of one of 
the strongest public utility stocks 
in the world demands an ex- 
planation and brings up the 
question of what may be ex- 
pected of it in the future. Is 
Consolidated Gas cheap now 
and if so what basis is there for 
anticipating substantially higher 
levels in the future? Is the pres- 
ent $4 dividend safe and will the 
earnings continue to grow? 
Even though all securities are 
greatly deflated, readers whose 
interest in common stocks dates 
back only 3 to 4 years no doubt 
have difficulty accounting for the 
apparent low price of Consoli- 
dated Gas at the present time and the 
generous yield afforded at recent low 
levels. It is necessary to go back only 
as far as 1925, a normal year in busi- 
ness and the stock market, however, 
to find an instance where Consolidated 
Gas (selling around 75 and paying $5 
a share on the stock then outstanding) 
yielded as much as 624%. At that 
time, moreover, there was not a cloud 
on the business horizon which might 
logically have disturbed the holder of 
the common stock of this great public 
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Le than 26 months ago 


Depression 


Earnings Position Secure 


By Franx L. Weep 








Waterless Gas Holder of 15,000,000 cu. ft. 


Capacity at Hunt’s Point Works 


utility enterprise. The high yield on 
this and other stocks was then con- 
sidered quite a normal condition. With 
the dawn of the investment trust era, 
however, Consolidated Gas came in 
for more exclusive attention and ulti- 
mately also became a great market 
favorite along with other leading util- 
ity stocks. At the present time it may 
be said to be merely selling ex-new 
era psychology rather than auguring 
unfavorable future developments. In 
other words, the stock is now deflated 





to a conservative level from 
which its future movements over 
a period of years should directly 
reflect the trend of earnings and 
dividends. 

Consolidated Gas has a re- 
markable dividend record which 
is of considerable significance in 
estimating future probabilities. 
Going back some 25 years into 
the company’s history we find the 
beginning of a long period of 
steady progress recorded by an 
increase in the dividend rate 
from $4 to $4.50 a share in 1910. 
Since that year there has never 
been a dividend reduction and 
there have, on the other hand, 
been a truly remarkable succes- 
sion of increases. Through the 
1920-1921 depression the origi- 
nal $100 par stock paid $7 a 
share. In 1922 this was in- 
creased to $7.50 a share and in 
the following year the stock was 
split and the new no par shares 
placed on a regular $5 basis. 
Again in 1928 a stock dividend 
of 100% was declared and a $3 
rate established on the larger num- 
berof shares. Finally, early in 1929 
the present $4 rate was inaugu- 

rated. From time to time shareholders 
have also been offered rights the value 
of which have been equivalent to extra 
dividends. Even disregarding these 
rights, however, it is to be observed 
that during the past 21 years of alter- 
nating periods of prosperity and de- 
pression there has been a net increase 
of 400% in the dividend rate. 
Population growth in the territory 
served, increased use of electricity in 
homes and business, in trade, industry 
and other such material factors have 


THE MAGAZINE OF WALL STREET 





unquestionably played their part in 
making possible this enviable dividend 
record. Behind this formidable array 
of constructive developments, how- 
ever, there has been an even more im- 
portant influence at work and that is 
good management; and no better testi- 
monial could be offered for the prob- 
able permanance of at least a $4 rate 
during the years immediately ahead. 


Compact Territory Served 


Let us now examine the other fac- 
tors which are playing their part in 
the growth of the gigantic organiza- 
tion which supplies the greater part of 
New York City with its electric power 
and gas, central Manhattan with steam 
for heating and power purposes and a 
large portion of Westchester County, 
New York, with both electricity and 
gas. Such influences as trend of popu- 
lation, uses of electricity and gas, rates, 
operating expenses and affiliations must 
all be taken into consideration in ex- 
plaining recent progress and in de- 
termining the probable future trend of 
earnings. 

The Consolidated Gas Co. of New 
York and its affiliated companies con- 
stitute one of the largest distributors 
of electric current in the world, sales 
for 1930 totalling 4,131,164,209 kw.- 
hrs. or about 214 times the entire elec- 
tric output of Public Service Corp. of 
New Jersey, another large enterprise 
recently analyzed in this section. A 
growth of 100% was recorded, more- 
over, during the 4 years from 1926 to 
1930, this being accounted for par- 
tially, of course, by the acquisition of 
the Brooklyn Edison Co. which fur- 
nishes all of the electric current con- 
sumed in the Borough of Brooklyn. 
Gross revenues from the electric power 
divisions now comprise approximately 
75% of total income and bid fair to 
make even further gains. The sale of 
gas, on the other hand, has remained 
relatively stable, the total of 42,487,- 
938 m. cu. ft. for 
1930 being slightly 


itself. Except through the purchase of 
additional properties the possibilities of 
territorial expansion by the company 
are more limited than in the case of 
Public Service Corp. of New Jersey 
and other utility enterprises where 
present population is not so concen- 


trated. 


There is, however, ample room for 
further substantial development in the 
Borough of Queens, that part of New 
York City which is located on Long 
Island across the East River from Man- 
hattan. In fact it is in this territory 
that the most spectacular expansion has 
taken place during the past few years, 
the company’s progress directly re- 
flecting the 130% increase in popula- 
tion between 1920 and 1930. Popula- 
tion increases for the same period in 
other sections served by the company 
have been as follows: Bronx, 72.8%, 
Westchester County, 51.4% and 
Brooklyn, 26.8%. Manhattan’s popu- 
lation, on the other hand, dropped 
18.2%, reflecting the drift to less con- 
gested areas such as the Bronx and 
Queens and to suburban centers in 
Westchester and New Jersey. The 
above statistics offer a fairly accurate 
indication of the probable trends of 
population during the next few years 
in addition to portraying the changes 
of recent years. It can be assumed, 
therefore, that the company’s expan- 
sion of facilities and increase in the 
number of customers will continue to 
be most pronounced in Queens and 
the Bronx with Westchester County 
and Brooklyn also providing moderate 
growth. 


Although a steady increase in the 


number of customers is unquestionably © 


the most important single factor in the 
earnings growth of a public utility en- 
terprise, expansion in the volume of 
business per customer is also to be con- 
sidered. The uses for electricity are 
constantly multiplying and the unit 
demand for current from customers is 
steadily rising as the result of the 


widespread adoption of such conveni- 
ences as electric refrigerators, radios, 
sun-ray lamps, washing machines, etc. 
Even in Manhattan where the popula- 
tion has fallen off during recent years 
a suggestion of this trend is evidenced 
by the 58% increase in electric current 
generated by the New York Edison 
Co. since 1926 as compared with an 
increase of only 18% in the number of 
meters in service. It is our view, con- 
sequently, that an increase in the con- 
sumption of electricity per customer is 
inevitable as long as new electrical 
devices are introduced for the simplifi- 
cation of work and pleasure and it 
goes without saying that there is at 
present no end in sight to this move- 
ment. Even in the gas division con- 
siderable promise is now afforded by 
the rapid increase in installations of 
automatic gas refrigerators. For ex- 
ample, during the first nine months of 
1931 the sales of Electrolux gas refrig- 
erators by the company and its affili- 
ates exceeded total sales for the entire 
year 1930. 


More Favorable Rates 


Gross revenues are not only affected 
by changes in the demand for services, 
however, the rates charged for such 
services also have a direct bearing on 
income. The New York Public Serv- 
ice Commission recently approved re- 
vised electric rate schedules proposed 
by the company. The new sates, 
which went into effect in June for the 
metropolitan New York area, provide 
a $1 per month minimum meter charge 
for both resident and domestic users 
covering the initial supply of 19 kw. 
hrs., with a rate of six cents for the 
next 5 units and five cents for all cur- 
rent in excess of 15 kw.-hrs. The new 
rates take into consideration the great- 
er proportionate cost of servicing the 
small accounts which require the 
same installation and meter reading 
expense as the larger ones. The low 
rate on the supply 
in excess of 15 kw.- 








under the figure for 
1926, and account- 
ing for only about 
20% of total gross 
revenue. 

Considered _geo- 
graphically, Con- 
solidated Gas serves 
one of the most 
thickly populated 
areas in the world 
including all of 
New York City (ex- 
cept Staten Island) 
and a portion of 
Westchester County, 
north of the city 








Gross Operating Revenue 

Net Operating Income 

Operating Ratio 

Earned per Share Common 

Sale of Electric Current (k.w.h. for 


Sale of Gas (M. cu. ft.) 
Sale of Steam (M. lbs.) ............. 
Gas Meters Dec. 31 


Consolidated Gas Co. of N. Y. and Affiliated 

Companies 
1928 

$212,594,530 $230,997,807 


1929 


$72,181,330 
66.05% 
$4.52 


$81,951,565 
64.52% 
$4.81 


3,462,789,883 
43,161,467 
7,151,639 
1,125,819 


8,860,166,391 
42,883,774 
8,590,802 
1,185,457 
2,835,772 


hrs. should at the 
same time encourage 
the more generous 
use of electricity to 
an extent sufficient 
to offset the reduc- 
tion in charges for 
the previous output. 
The change may, 
however, cause a 
slight temporary de- 
cline in revenues 
during the current 
half year. Over 
the longer term, on 
(Please turn to 
page 102) 


1930 
$238,758, 050 
$84,169,841 
64.75% 
$5.06 


4,181,164,209 
42,487,938 
9,984,873 
1,153,428 
2,880,420 
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Leaders in Diversified Industries 
with Favorable Prospects 








Fundamental business readjustment has gone far toward completion, placing strongly intrenched 


companies in a position to capitalize to the maximum any early gain in activity. When market reces- 


sion offers the opportunity, investment attention should be concentrated upon stocks of companies likely 


to be among the first to benefit from recovery. Three such stocks, each a leader in an essential field, are 


herewith analyzed. 








E. I du Pont de Nemours & Co. 


HERE is probably no company which comes closer 

than du Pont to typifying the difference between 

today’s civilization and that which existed prior to 
the World War. The present is a synthetic age—an age 
of substitutes. It is also an age where speed counts as 
never before and where new plans for man’s comfort, 
entertainment and well-being are constantly being brought 
to successful conclusion. In all these phases of modernity 
can be found the all-pervading hand of du Pont. 

The company is usually classed as a “chemical” and, 
while “manufacturer of chemical specialties” might per- 
haps be a better definition, the former is far from being 
erroneous. Moreover, it is as a manufacturer of chemicals 
that the enterprise is particularly interesting at the present 
time. 

Industry is lagging. Chemicals, for the reason that they 
enter into every phase of industry and bear upon almost 
every manufactured article known to us have been in less 
demand. Conversely, when general industry commences 
to improve there will be a wider demand for these raw 
materials and this division of du Pont’s activities will again 
become prosperous. 


Specialties Bolster Profits 


While it is impossible to state with any degree of cer- 
tainty when the demand for heavy industrial chemicals 
will pick up, this particular company is in the enviable 
position of having a large number of specialties which are 
much less dependent upon general business. This is not 
to say that the latter are entirely unaffected by general 
business conditions, for such cannot be the case. They 
are, however, sold in the finished state and under a trade 
mark which assures that they will be much less susceptible 
to price cutting than the ordinary unbranded industrial 
chemical. In short, du Pont manufactures a number of 
chemical specialties on which, even if there be some re- 
duction in volume, a reasonable margin of profit can be 
maintained despite depression and all that this implies in 
the way of cut-throat competition. 

In this division the product most in the public eye at 
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the present time is cellophane—the new wrapping material 
whose desirable characteristics the big cigarette companies 
have blazoned to the world. Although it is impossible to 
obtain segregated figures, cellophane must be a source of 
considerable profit to du Pont, for it is continually being 
reported either that the company has been enabled to re- 
duce prices owing to economies growing out of the steady 
increase in demand, or that plants have had to be enlarged 
for the same reason. 

Other specialty products manufactured by du Pont in- 
clude Fabrikoid, a coated textile which is widely employed 
as a substitute for leather; Viscoloid and Pyralin, used in 
safety glass, toilet articles and the like; and the famous 
paint finishes Duco, and Dulux. The company also makes 
wood and steel preserving liquids and seed and crop dis 
infectants. 

In addition, du Pont is well represented in the field 
which lies between the ordinary competitive industrial 
chemical and the patented branded specialty. It makes 
all kinds of paints and varnishes, dyestuffs, rayon and also 
the raw materials which enter into the manufacture of the 
latter product, explosives of all sorts, various alcohols and 
solvents, tetra-ethyl lead for the Ethyl Gasoline Corp., re- 
frigerant chemicals, motion picture film and explosives of 
all sorts. In these products there is not the free, open, cut- 
throat competition that exists in the various nitrates, for 
example, but nevertheless more than exists for such a thing 
as cellophane. 

Perhaps the company’s greatest attraction, however, lies 
in its continual development of new products. For ex- 
ample, the other day it was announced that it had devel- 
oped a synthetic rubber and was building a plant for the 
manufacture of this product on a commercial scale. 


Large Investment Holdings 


Outside all these lines and of great importance to a 
stockholder are the company’s investment holdings. The 
most important of these is nearly ten million shares of 
General Motors common stock, carried on the books at 
$18.75 a share but having a market value of about $26 
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a share. Since 1922, over half du Pont’s net income has 
consisted of the dividends received from its investment in 
the automobile company. As to the future value of this 
investment, who can tell? The automobile in this country 
is certainly not far from the saturation point. On the 
other hand, this is certainly not true of the rest of the 
world and the United States can conceivably export an in- 
creasing number of cars far into the future. Moreover, 
General Motors is the most important unit in the field 
and has the added advantage of a management which fore- 
sees the possible dangers and has taken steps to combat 
them. To prophesy the wane of General Motors with its 
growing interest in aviation and refrigeration would be 
presumptuous. 

That du Pont’s many interests have contributed to a 
stability of earning power may be assumed after an ex- 
amination of the company’s recent earnings statements. 
For 1930, $4.64 a share was earned, while for the first 
nine months of the present year 


rate is an ever-present possibility. Nevertheless, even if 
du Pont’s dividend were reduced to $3 the stock would 
still yield 5% at present prices. 

In addition, to the wide diversification which has been 
so advantageous during the present depression, du Pont 
can enjoy the peace of mind which comes of a formid- 
ably strong cash position. Omitting the investment in 
General Motors and other miscellaneous securities, total 
current assets at the end of last year amounted to more 
than $124,000,000, while current liabilities were only 
slightly in excess of $13,000,000. 

There are, however, despite the many obvious excellen- 
cies possessed by du Pont, certain pertinent questions which 
might well be asked by the prospective investor. There 
is a valid contention that the company’s very size and 
diversity made it impossible to follow progress except 
through the somewhat unsatisfactory medium of quarterly 
earnings statements. For example, at the present time it 
is thought that the company’s fixa- 
tion of nitrogen business is not do- 





$3.34 was reported compared 


with $3.88 for the corresponding E.|. puPont pe Nemours & Co. 


previous period, based in all cases 
on the average number of shares 
outstanding. 

It is then clear that the com- 
pany’s $4 annual dividend is be- 
ing well covered at the moment 
and it would seem that the yield 
of nearly 7% at the present price 
of $60 a share was more than 
ordinarily attractive. But one 
must not lose sight of the part 
which General Motors plays in 
the securty of this dividend. The 
automobile company barely earned 
its $3 dividend for the first nine 
months of the current year and for 
the full year it is to be doubted 
whether the disbursement can be 
covered. Let us suppose the worst 
and that it be cut in the near fu- 
ture to $2. This would make a 
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ing particularly well, while the 
cellophane division is thought to be 
PRESENT SHARES booming. Nevertheless, it is im- 
possible to say definitely whether 
or not the former is operating at a 
loss; nor are there concrete figures 
to show the degree of prosperity 
being enjoyed by the latter. Such 
lack of information undoubtedly 
makes the investor’s problem a 
more difficult one than it would 
be otherwise. 

Then there is the ever pertinent 
question: Admitting that the com- 
pany is a good one, that money 
has been earned in the past, that 
it is still being earned, and finally 
that the company has shown a 
very praiseworthy desire to ex- 
pand, is the stock cheap at the 
present time? ‘This is the most 


1929950 difficult of all to answer. Over a 








period of a year or two the issue 





difference to du Pont’s annual in- 
come of $9,981,220 or about 94 
cents a share on the latter’s stock. In short, other things 
being equal, a reduction of General Motors dividend to 
$2 would bring du Pont’s earnings below dividend require- 
ments and when such a situation arises a reduction in the 


may be a bargain but this not 
to say that a substantial decline is outside the realm of 
possibility in the meantime. The stock at present prices there- 
fore may be cheap to the long term investor and at the same 
time an expensive commitment to the in-and-out trader. 


Standard Brands, Inc. 


benefits to be derived from trade-marked, packaged 

foodstuffs, national advertising and the like, it 
must be touched upon again in any discussion of the big 
companies in this field, for it is true in the first place. 
And in the second place it is the very heart of their busi- 
hess. Without going into the economic advantages and 
disadvantages, the fact remains that people are gradually 
being weaned away from the idea that they should be 
shoppers in the old sense. They are being educated to buy 
green cans when they desire coffee, for example, and their 
education is naturally a profitable procedure for the manu- 
facturer of the green cans. Whether it really helps the 
coffee grower, or is really the most satisfactory system 
from the consumer's standpoint, however, is another story. 
Here, we need only repeat that it has proved—and is still 
proving for that matter—profitable to the manufacturer 
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W ees much has already been written about the 


Nevertheless, even though “branded foodstuffs” be the main 
theme in the story of Standard Brands, Inc., “distribution” 
is well deserving of second place. It was the wonderful 
distribution system built up by the old Fleischmann com- 
pany which contributed so much to the latter’s success. 
And it was to better utilize this system that the 1929 
merger between this company, Royal Baking Powder and 
E. W. Gillett Co., Ltd., of Canada took place. Further 
advantages accrued when other companies were taken over 
subsequently. 


Wide Range of Products 


The Fleischmann division of Standard Brands is pri- 
marily a producer of yeast and yeast products and its 
importance may be realized from the fact that it accounts 
for perhaps as much as 90% of all the yeast consumed 
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in the United States. In addition it makes baking powders, 
malted grains and specialty products for improving bread. 
Vinegar is also of major importance. 

The Gillett division is the largest producer of dry yeast 
and baking powder in Canada, while Royal Baking 
Powder makes baking powder and also various pudding 
products. 

Among the companies which have been acquired since 
the merger are Chase & Sanborn, Inc., dealers in coffee 
and tea and the Wildar Food Products Co. of Cleveland 
whose mayonnaise, salad dressings, pickles, teas and coffees 
are well known. 


Furthermore, the position of common stockholders is be. 
ing steadily improved by the retirement of the preferred 
and it is not an unreasonable expectation that a few years 
will see the former in sole control. As it is now, there 
is no funded debt and the number of shares of 7% cumv 
lative preferred stock outstanding is only 97,730 which is 
less than two-thirds of the number outstanding prior to 
July 1 of this year, for the company had employed its 
surplus cash in retiring part of the issue. Outstanding 
common stock totals 12,644,207 shares of no-par value. 

Not unaffected by the rosy haze in which the world went 
about its business in the late 
lamented boom years, Standard 





In almost all foodstuffs the 
quality “freshness” is something 
which cannot be ignored. In 
yeast it is particularly important. 
Hence the value of rapid and cer- 
tain distribution and in this 
Standard Brands excels. 

The company itself serves be- 
tween 16,000 and 17,000 cities 
and towns throughout the United 
States, Canada and Cuba, while 
some 36,000 more are served by 
common carrier. Deliveries in 
many cases are made every day 
and never less frequently than 
twice a week. The system re- 
sponsible for this achievement 
comprises divisional offices, district 
offices, agencies, trucks and rail- 
road equipment. 

It was unfortunate perhaps in 
some respects that Standard Brands 
was formed at the very peak of 
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Brands initiated common dividends 
at the rate of $1.50 annually, 
With the discovery that earnings 
were insufficient to cover this dis 
bursement, a reduction to $1.20 
was announced. This is the rate 
now in effect and the yield af 
forded at the present price of 
about $14 a share is therefore over 
8'4%. The attractiveness of the 
high return, however, is tempered 
by reason of the very small factor 
of safety, earnings over and above 
dividends requirements being 
negligible. 

Nevertheless, it would be un 
fair to ignore that the small mar. 
gin of earnings over dividend re: 
quirements in the case of Stand 
ard Brands gives less cause for 
apprehension than would a similar 
situation in many other companies. 
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This is because: of the company’s 





the security and business boom. 
The difficulties and shaking-down 
process inevitable to all mergers have been accentuated by 
the depression and it is to be very much doubted whether 
the company has yet obtained all the possible benefits from 
the consolidation. 

That progress is being made, however, is clearly evident. 
For 1930, the first full year of operation following the 
company’s formation, net income after dividends on the 
preferred stock was equivalent to $1.22 a share on the 
common stock. In the first nine months of this year, earn- 
ings amounted to the equivalent of 91 cents a share com- 
pared with 88 cents for the corresponding previous period. 


formidably strong cash _ position. 
Current assets at the end of last year amounted to nearly 
$47,000,000, whereas current liabilities were well under 
$5,000,000. Among the current assets were cash of $15, 
000,000 and $10,000,000 in government, state and munic: 
ipal bonds. Even though the report at the end of the 
present year will undoubtedly show some impairment of 
this position owing to the retirement of the preferred stock, 
Standard Brands will still be enviably situated in regard to 
working capital. Such a situation is indeed fortunate be 
cause the present is a time when new capital is often 
difficult to raise on a reasonable basis. 








One-Line Analyses of Common Stocks in this Issue from The 


Information as of 



























































DIVIDENDS 

Company Ticker | List-| Rat- Business Funded PR 200 Par : Record 

pa Symb./ ed | ing Debt reo Rate |Payable Date 

“T | Allied Chemical & Dye....... ACD | N | Cl | Chemical holding co............ None 2,401,288 No 6.00 | g-11/2 10/9 

2} Consolidated Gas of N. Y....}| G N Al | Electric and gas utility......... 313,202,240 11,476,527 No 4.00 | q-9/15 | 8/11 

3 | Corn Products Refining...... CFG N rere 3775,000 2,530,000 25 3.00 | q-10/20 10/3 
4] du Pont de Nemours......... DD | N | BI | Chemical specialties........... 1,500,000 11,065,710 20 4.00 | g-9/15 8/27 
5| Erie Railroad............... E N C2 | Eastern anthracite road........ 292,600,000 1,511,167 eee eee 
6 | General Motors............. GM |_N | Cl | Full line of automobiles........ None 43,500,000 10 3.00 | g-9/12 | 8/15 
gO rere LA N A2 | Pharmaceutical products. ‘ None 748,996 No = 8.00 | q-10/1 9/17 
8] National Cash Register ‘A’...| NCR | N Business equipment...... = one 1,190,000 No | ® 1.50 | q-10/15 9/30 
9] New York Central R. R...... CN N Cl | Eastern carrier............ .-| 647,303,733 4,992,597 100 * 4.00 | q-11/2 10/2 
10 | Newberry (J.J.)............. NE Cc B2 | 5 cents to $1 chain stores....... 6,743, 395,314 No | ~ 1.10 | q-10/1 9/16 
11 | Republic Steel Corp.......... RBC N C2 | Diversified steel products....... 58,336,000 1,989,212 2 Pee See ae 

12 | Sears, Roebutk............. “ N | BI | Mail order house.............. None 4,537,654 | No 2.50 |q-11/2 | 10/9 

13 | Standard Braads............ SB | N | A2 | Food products................ None 12,641,227 No 1.20 | g-10/1 9/8 
Li gS 3 “ere aaa RU N | C4 | Rubber manufacturing......... 94,952,400 1,464,371 ee eee eee Po oe 

15 | Vanadium Corp.,........... VA | N NN OMAN i Gicin so nn esoenaes 5,000,000 378,367 No 5/16|/31 div. |passed 
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is something more than the greatest merchandiser 

in the world. It is the fount of all material com- 
torts. [Tow can it be otherwise when so many of us first 
see the light of day from one of their layettes, go to school 
in their clothes, do our lessons with their pencils and 
books, play with their toys. And then, when we grow 
up, look to them for our music, our jewelry, our furbelows; 
marry and live in one of their 


T’ many in the United States, Sears, Roebuck & Co. 


Sears, Roebuck & Co. 


The growing business resulted in the opening of 
strategically located branches throughout the country to 
aid the overtaxed head office at Chicago. Then came the 
idea that much of the merchandise sold could be manu- 
factured by the company itself on a profitable basis. In 
this division now are to be found such things as lumber, 
mill-work, portable homes, paint, furniture and farm im- 
plements and it comprises about 10% of all the 

merchandise handled. 





houses, finally to be laid away 


With the coming of the auto- 


under a tombstone which our SearRS.ROEBUCK & Co. mobile and chain store, however, 


mentor of a lifetime has thought- 
fully provided as the ultimate 
service—and for which our rela- 
tives have the pleasure of paying 
under a plan of easy payments. 
While this may seem an ex- 
aggeration, it is not really so. A 
casual examination of the many 
catalogues issued by this house 
gives the impression that every 
article known to man can be sup- 
plied on 24 hours’ notice; it is 
merely necessary to command. 
The present Sears, Roebuck 
company was formed some twenty- 
five years ago under the laws of 
New York as successor to an 
Illinois company of the same name 
which had been formed in 1895. 
The business has steadily expanded 
and now far exceeds the scope of 
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the situation changed. The former 


— enabled people of the rural dis- 


trict to travel further in order to 
do their shopping. Consequently, 
they were enabled to reach the 
larger towns with their larger 
stores and actually see and touch 
that which they were buying. Re- 
gardless of how well a catalogue 
be got up, how lifelike the figures 
and how perfect the colors it is 
far from the same thing as actu- 
ally seeing and feeling the goods 
themselves. 

If the automobile brought peo- 
ple nearer to a satisfactory shop- 
ping center, the chain store 
brought a wide variety of good 
quality merchandise closer to the 
people. 

The result was real competition, 


1930 193) 











a strictly mail order retailing con- 
cern. The Sears, Roebuck & Co. 
of today is partly the result of the natural expansion in- 
evitable in any well-run business and partly the result of 
economic pressure from outside quarters. 

_ The mail order division of the business grew because 
people living far from important retail centers found that . 
it was possible to obtain greater variety and better value 
from Sears than could be obtained from local stores. Fur- 
thermore, they discovered that the mail service offered them 
was reasonably rapid, more satisfactory than they thought 
ee and also that money would be refunded without: 
quibble. 


to combat which the mail order 
houses opened their own chain 
store systems. The first Sears, Roebuck retail store was 
opened in Chicago in 1925. The company now operates 
more than 80 Class “A” stores, which are “full-grown” de- 
partment stores carrying a complete line of merchandise, 
well over 200 Class “B” stores which are smaller outlets 
along the same lines, and also some 75 Class “C” stores, 
specialists in automobile tires and accessories and radio sets 
and equipment. Furthermore, Sears recently entered into 
an arrangement with the Kroger Grocery & Baking Co., as 
a result of which, the latter opened grocery, meat and 
(Please turn to page 106) 
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EARNINGS PRICE RANGE Riese ‘Analysis | 
Annual Interim 1930 1931 Split-up je Comment 
1929 | 1930 | 1930 ) 1931 | High Low | High Low _| or Stk. Div. bead baat 
12.00 ie RS ohare 343 170% 182 68 5% 1/31 92 Nitrate outlook uncertain 1 
4.75 BOP Beane seats conswes 136% 184 109 Ml. Lalnwaces< 0s 0% 78 Very strong com anys has grown steadily 2 
5.75 4.86 3.50se92| 2.47se9 | 1113 65 86 |. Sl, Se ee 92 Net somewhat off; low corn prices help 3 
6.99 4.52 3.88se9 | 3.348e9 145% 80 107 MD v's b0.e's Savsins 80 Continued progress in numerous products 4 
6.04 1.07 |d0.22mr3|d0.24mr3 6334 22% 3834 See 76 First 9 mos. net off 16.2% _5 
5.44 3.31 2.688e9 ;|42.08se9 544% 31} 48 | 3S Saar 92 Financial position stronger; business off 6 
10.04 9.52 7.57se9 |¢7.16se9 | 113 10% 87% MPD Ue ssccrvecess 93 Good outlook; net well maintained 7 
5.25 3.00 1.42je6 | 0.41je6 27% 393, | SB ee 94 Fi jally strong; d in its field 8 
16.88 7.21 4.63je6 | 0.90je6 | 19234 105% 132% rea 94 First 9 mos. net off 47% 9 
3.15 Ss an ORR” Nee 224 26} 20 50% 5/29 97 First 9 mos. sales up 5.6% 10 
18.53 d3.58 |d0.15je6 |d2.32je6 79 10 25% ee See 97 At about 32% of capacity in October ll 
6.62 3.01 1.21F | 1.22 100 Ve 63% RE, ARs 83 Sales for year to October & off 8.6% 12 
1.37 1.22 0.88se9 | 0.90se9 29 14% 20% BE: Ene veiweneads 81 Full year earnings cap 4 well exceed °30 13 
4.16 1415.89 |d3.69je6 |d4.94je6 35 ll 20% oe 94 Better profit margin shown recently 4 
4.91 3.05 3.30je6 |d0.34je6 | 14314 44% 16% I TO sat oi onde Tog ie 94 Mining operations suspended; selling from stock} 15 
d—Deficit mr3——-Quarter ending March 31 je6—Half ending June 30 F—Jan. 2 to July 16 seO—Nine months ending Sept. 30 
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Market Indicators 











Dollars in Hiding 


Considerable attention has been 
attracted to the hoarding of currency 
and much newspaper comment has 
been directed at this phenomenon. The 
movement has been universally de- 
plored and economists have taken great 
pains to trace its adverse effects to both 
the banking system and to industry. 
But there is little speculation as to 
what will happen when it reverses itself 
and it may well be that the entering 
into circulation again of hoarded cur- 
rency will give any incipient business 
recovery startling impetus. The power 
of stimulation, however, will depend 
upon whether the notes timidly emerge 
from their hiding places or whether 
they seek the light of day in a con- 
certed rush. Should the former occur, 
it is not inconceivable that they could 
be absorbed quietly and gradually 
without any violent reactions. Should 
the latter take place, however, it would 
mean an inflationary movement of no 
small magnitude. Its effect would be 
generally rising prices but, as has hap- 
pened before when a country’s effec- 
tive buying power is suddenly in- 
creased, the greatest demonstration 
would probably occur in the security 
markets. While this is somewhat the- 
oretical, prospective investors might 
‘well watch for any manifestations 
which may develop. 


* * * 


A Warning 


Television is fascinating. It is 
romantic. It undoubtedly has pros- 
pects. But this is not to say that every 
television company is going to make 
its stockholders millionaires as most of 
them will find out before very long. 
The development is still very much in 
the experimental stage. Furthermore, 
there is probably a great deal of un- 
exploded dynamite in the patent situa- 
tion. Even the honestly and capably 
managed companies face a long uphill 
fight. As for the numerous concerns 
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For Profit 


recently sprung up which are neither 
honestly nor capably managed their 
death warrants are already signed and 
the actual day of their demise will be 
an unhappy one for the numerous 
credulous persons who have invested 
money in them. In no division of in- 
dustry is the sign, “Stop, Look, Listen,” 
more warranted than in television at 
the present time. 


* * * 


A Proprietary Drug Company 
There are not many companies 
which earned more in the first half of 
the current year than was earned in 
the first six months of 1930. Among 
them is to be found the American 
Home Products Corp. The company 
is a manufacturer of proprietary drug 
products and since its formation in 
1926 has steadily expanded by acquir- 


ing other companies in the same line 


of business. Its principal brands in- 
clude, Kolynos, Van-Ess, Hill’s cascara, 
Jad’s salts and Freezone and others. 

The company has pursued a steady 
policy of expansion by acquiring other 
concerns. The latest of these was the 
purchase of John Wyeth & Bros., do- 
ing a fine chemical and pharmaceutical 
business in Philadelphia. In this case 
the acquisition was apparently solely 
for cash as it resulted in no increase 
in the outstanding common stock of 
American Home Products. It was 
necessary, however, to borrow a small 
amount of money to finance the 
project. 

Perhaps the most interesting char- 
acteristic of the company’s progress has 
been that the numerous acquisitions 
have been made without diluting the 
earning power on the common stock. 
Indeed, the contrary has occurred, per- 
share earnings having shown an unin- 
terrupted increase from the very begin- 
ning. For 1930, $5.49 a share was re- 
ported, which was 2 cents a share more 
than was shown for the previous year. 
For the first half of the current year 


earnings were equivalent to $2.77 a 
share, compared with $2.59 for the 
corresponding previous period, based 
in both cases on the 611,000 shares of 
no-par common stock now outstanding. 
Incidentally, there is no capital obliga- 
tion other than this common stock. 
American Home Products Corp. is 
unusual inasmuch as it pays dividends 
monthly, the present rate being equal 
to $4.20 a share on an annual basis. 
The yield, therefore, at the current 
price of about $53 is nearly 8%, a re- 
turn which must be considered ex- 
tremely liberal under the circumstances. 


* * 


Fixed Trusts and Dividends 


The passing of the Illinois Central 
dividend a few days ago served to focus 
attention on the fixed trust, for this 
particular railroad stock was very gen’ 
erally held by these financial institu- 
tions. It will mean that many fixed 
trusts will be obliged now to sell their 
holdings of Illinois Central and dis- 
tribute the proceeds to their stockhold- 
which seems to us very similar to lock- 
ers in accordance with the indenture 
under which they operate, a procedure 
ing the stable door. after the horse has 
gone. 


Paradox 


Much has been written of the in 
creasing difficulties attendant to doing 
business with foreign nations. Business 
with the Orient is said to be strangled 
by the depreciation of silver. In other 
countries, fluctuating exchanges, rising 
tariff walls and collection troubles are 
stated to be important obstacles. To 
read these accounts is to believe that 
the export business is completely at a 
standstill. And yet, we have recently 
shipped cotton and wheat to the silver 
standard countries on a vastly greater 
scale than ever we did in 1929 when 
the price of this metal was supposed to 
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be normal. To other parts of the 
world we continue to ship specialties 
regardless of the “impossible obstacles.” 
Our radio set export business so far in 
the current year is far ahead of last. 
The same may be said of various kinds 
of special machinery and a number of 
electrical labor saving devices. Per- 
haps things are not so bad after all! 


* * #€ 


An Investment Example 


By closely following the procedure 
adopted by the custodians of large for- 
tunes the average investor may learn 
much. A case in point is the recent 
report of the Rockefeller Foundation 
which was made public the other day. 
Total assets were slightly under $215,- 
000,000, of which some $112,000,000 
was in stocks and about $81,000,000 
in bonds. Of the stocks the most im- 
portant holdings remained unchanged 
in Standard Oil Co. of New Jersey 
and Standard Oil Co. of Indiana. 
There were, however, several interest- 
ing additions and omissions to both the 
stock and bond list. For example a 
number of utility holdings made their 
appearance for the first time and com- 
mitments in certain railroads were in- 
creased. While it is impractical to 
present all of the changes in detail 
here, it would well repay the investor 
to procure a copy of this report for 
himself not only for the financial in- 
formation it contains but as showing 
the investment policies and progress 
made by a great institution working 


for the good of mankind. 
* * * 


The Default Unusual 


Railroad equipment trust certificates 
have long been held in high regard by 
investors. This is because they repre- 
sent a mortgage on something which is 
indispensable to a railroad’s operation 
—the rolling stock. When originally 
issued the bonds are usually for no 
more than 80% of the real worth of 
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the equipment mortgaged. Further- 
more, portions of the issue become due 
at frequent intervals to offset deprecia- 
tion and obsolesence, so that the bonds 
outstanding always have a very sub- 
stantial equity behind them. Being in 
theory an investment of such high 
standing it came as a surprise and at- 
tracted no little attention when the 
Seaboard Airline Co. recently an- 
nounced that it was unable to make 
the payment of the installment of prin- 
cipal due October 15 on its equipment 
trust certificates series “U.” The re- 
ceivers for the road said at the time, 
however, that they hoped to be able 
to make interest payments regularly. 

There are two courses only open to 
the holders of the defaulted certificates. 
They must either accept peacefully the 
receivers’ ruling, or they can foreclose 
their mortgage and attempt to sell the 
equipment. It would probably be diffi- 
cult, however, in view of the poor rail- 
road traffic at the present time to find a 
buyer for three Mikado type freight 
locomotives, new in 1922, and 3,100 
cars of various types rebuilt in 1922, 
which is the security behind this par- 
ticular investment. 

It must be remembered, however, 
even though it may be impossible to 
sell the mortgaged equipment at the 
moment, that it is still capable of ful- 
filling its function of transporting 
freight—if there were freight to trans- 
port. Therefore, a traffic upturn, 
which is certainly a probability, would 
mean that the investment was again 
well protected. 


Two Strong Preferreds 


While a well protected investment 
to yield over 6% is much more easily 
discovered these days than was the case 
but a few months ago, it is still neces- 
sary to exercise considerable care in 
making a selection. Among the stocks 
which appear to meet all the require- 
ments of the problem is the $50 pre- 











ferred stock of the North American 
Co. and the $50 preferred stock of the 
Philadelphia Co. The former is cur- 
rently selling around $48 to yield 
about 644%, while the latter is quoted 
around $45 to yield slightly more than 
this. They are both listed on the New 
York Stock Exchange. The North 
American preferred is callable at 55, 
but that of the Philadelphia Co. is non- 
callable. Earnings in each case are far 
in excess of dividend requirements, 
although the North American issue is 
somewhat the stronger on this score. 


* * & 


U. S. Governments 


It was not so long ago that the 
Treasury sold a substantial block of 
3% twenty-year bonds. The issue was 
said to be largely over-subscribed and 
yet less than two months later they 
were selling more than 10% below par. 
What was the cause of this when 
surely there is no stronger investment 
than a United States Government 
bond? The reason is not far to seek. 
The precipitate decline was not be- 
cause of any lack of credit standing, 
but because the Treasury in a mis- 
placed and short-sighted effort to save 
the country money priced the bonds 
too high in the first place. They were 
unattractive to investors for long term 
holding and banks and other institu- 
tions took them not foreseeing that the 
urge for further liquidity would force 
them ultimately to push the bonds on 
the public at prices which were attrac- 
tive to the latter. A greater loss has 
occurred, however, than the actual 
money involved. The Government 
made a sharp trade at the expense of 
its public and it would seem that the re- 
sulting lack of confidence will have to 
be paid for in more ways than one. 
With the prospect of a deficit which 
may run as high as two billions of 
dollars the Government probably ex- 
pects to sell more bonds. What will 
it get for them? 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general 


investment interest. 


This department welcomes and invites contributions from its 


readers without imposing rigid restrictions as to their choice of subject matter. Stories 
of personal experience with, or personal opinion upon, investment problems are par- 
ticularly appropriate since they often are of interest to many. The services of this 
department also are available for answering investment questions of general interest 
excluding inquiries regarding the position or prospects of individual securities. 








Personal Investment Talk No. 14 


Proper Methods of Investing for 
Income and Profit 


The Major Price Cycle Is Full of 
Opportunities but Beset by Many Pitfalls 


By JoHn Duranp 


HE technique of investing in stocks and bonds is quite 
ik simple in theory; but not so easy to apply success- 

fully. In theory, your money should always be 
placed where it will multiply as rapidly as possible. Such 
is the formula for a perfect investment program. But to 
utilize the formula satisfactorily calls for a high type of 
judgment which comes only from ripe experience and a 
thorough knowledge of all the factors—financial, industrial, 
and political conditions; pool activities; and news develop- 
ments—which govern the fluctuating prices and values of 
securities. 

The element of safety is implied in our formula for a 
perfect investment program, though not mentioned ex- 
plicitly; for an investment fund is always safe so long as 
it keeps on growing. It may be regarded as a danger signal 
if your capital ceases to expand; for stagnation indicates 
that your investment acumen is on the wane, and that losses 
are likely to ensue unless your technique is improved. 


Adjustment to the Price Cycle 


The method of selecting investments has to be adapted 
to the price cycle if your funds are to grow as rapidly as 
possible. One technique is required near the peak of a bull 
movement, and quite another as the downward swing in 
prices draws to a close. Still other methods of operation 
are best during the swift marking up stage of a bull mar- 
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ket, and while prices are falling rapidly in a bear market. 
For simplicity, the discussion of investment methods will 
be confined here to the previously described Three Phases 
of what is known as a major investment cycle. like the one 
experienced in this country between 1921 and 1930. Hav- 
ing grasped the technique for major cycles, it should be a 
comparatively simple matter to adapt such principles to 
the lesser intermediate price swings mentioned elsewhere 
in these talks. 

At the outset, an investor should convince himself, once 
and for all, that the major investment cycle is an inevitable 
economic occurrence which will surely repeat itself from 
time to time so long as our form of society affords people 
the opportunity to buy and sell securities. There are 
occasions when this becomes a most difficult thought to 
grasp. Most minds are so constituted that they find it hard 
to believe in change. They take it for granted that most 
everything will go on indefinitely just as it is today. Mental 
inertia of this character becomes especially pronounced near 
the end of a great bull market, when it takes the form of 
excessive optimism—and again toward the finish of a major 
bear market and business depression, when the air is filled 
with dismal forebodings of worse conditions to come. We 
all remember the “New Era” enthusiasm of 1929, which 
stampeded people into believing there never could be 
another major bear market and business depression. But 
the unbelieved smash came then, as it surely will after 
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the next orgy of over-expansion and excessive speculation. 
And now that we are down in the depths, there is the 
same widespread conviction that conditions can never be 
any different. We are again in a “New Era,” people say: 
only it is one of perpetual hard times, instead of lasting 
prosperity. Such extremes of emotional reaction (for they 
are not to be dignified by the term, “thought”) are thor- 
oughly characteristic of turning points in the major cycle, 
and constitute one of the most reliable indications that a 
reversal is not far away. Change is a universal law of 
nature; for everything in the universe moves in cycles. 

In outlining the different investment methods which are 
best adapted to the three phases of the major market cycle, 
to which reference has frequently been made in these pages, 
let us begin with the transition period between the third 
and first phases. It is the culmination of a wild bull mar- 
ket, and may be recognized by high and rising interest rates; 
a sagging trend in bond prices and in the New Orders 
graph of the Wyckoff Barometer. The volume of transac- 
tions, which has been phenomenally heavy, tends to fall off 
somewhat on rallies and become greater on reactions. Spe- 
cialties decline sharply while other issues rise to new high 
records. The market churns violently without getting any- 
where. In 1929, this gave a flattened out appearance to 
THE MAGAZINE OF WALL STREET’s Common Stock Index. 


The Phase of Wise Distribution 


This is a time when experienced investors dispose of their 
common stocks, as opportunity offers, and place the pro- 
ceeds in U. S. Government bonds and in short term notes. 
It is a period of distribution. No sensible investor will 
withdraw his money from the bank to hoard in safe deposit 
boxes. He knows it earns no interest there, and so stops 
growing; which is opposed to our formula. Moreover, it is 
bad for business, and places a needless strain upon the 
banks, to withdraw cash from circulation. 

Short term notes should be chosen to mature serially in 
one to two years, which is approximately the duration of 
an average business depression. Yields as high as are com- 
patible with safety may be purchased; but the list should 
be well diversified to guard against mishaps that could not 
have been foreseen. Financial strength of companies issu- 
ing the notes is an important consideration, and _ their 
records during the previous major depression should be 
consulted. It is always well to bear in mind that, other 
things equal, the higher the yield, the greater the risk. 

With funds tucked away safely in Government bonds 
and short term notes, the investor is in excellent positian 
to stand aloof and view the onset of the first phase of the 
major market cycle with equanimity, so far as his personal 
savings are concerned. Prices in the stock and commodity 
markets decline with unusual severity, business falls off and 
a major depression sets in; but short term notes hold like 
the Rock of Gibraltar, and Government bonds even rise 
considerably in price as the bear market and major depres- 
sion draw to a close. In fact Government bonds and the 
stocks of gold mining companies are practically the only 
securities which do advance in a major bear market. For 
this reason many investors prefer Governments to corporate 
notes as a refuge during the financial storm; while a few, 
who are more speculatively inclined, include a few of the 
better gold mining stocks in their portfolios. Both Gov- 
ernments and gold mining stocks can be bought at reason- 
able prices near the crest of a prosperity wave and disposed 
of when the depression is about over at a considerable 
profit, just at a time when funds can be used to great ad- 
vantage in accumulating high grade common stocks at bar- 
gain levels. 

The major bear market is characterized by a swift and 
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extensive decline, on heavy volume of transactions, a sub- 
sequent rebound on diminishing sales; followed by a sec- 
ondary reaction of greater or less duration and magnitude, 
on transactions which dwindle gradually to very small pro- 
portions. The price level may or not break through its 
previous low. A typical bear market of such character is 
shown by the fourth and lowest curve of the Wyckoff 
Barometer, which appears in each issue of THE MAGAZINE 
OF WALL STREET. It will be observed that the primary 
decline took place during October and November of 1929; 
the rebound lasted from the middle of November, 1929, 
to mid-April, 1930; while the secondary reaction, which 
in this instance was unusually prolonged and carried prices 
considerably under the 1929 lows, began about the middle 
of April, 1930, and is still in progress at present writing. 


Characteristics of a Major Bear Market 


It is during such major bear markets that amateur 
“financiers,” who had coined money during the wild bull 
market of the third phase (such as was witnessed in 1928), 
generally lose everything and go back to work (if they 
can find a job), cursing Wall Street as a den of thieves. 
They fail to realize that they themselves were a part of 
Wall Street, and share equal responsibility with a million 
other speculators for erecting a top-heavy edifice on a flimsy 
foundation of borrowed money. They rushed into some- 
thing they knew nothing about and paid the same penalty 
that befalls people who venture into any other business 
without previous knowledge or experience. 

Even the wisest of traders and investors finds it difficult 
to make a great deal of money in a major bear market. 
Interest on bonds and notes held, together with whatever 
profit may be realized on Government bonds and gold min- 
ing stocks, add quite a tidy sum to one’s principal; but 
at best this increment will be smaller than the fat profits 
garnered in rampant bull markets. A few shrewd traders 
may possibly reap small fortunes from short selling; but 
it is a dangerous game for most people to play without 
capable and disinterested advice. The professional bear 
usually drops a lot of money feeling for the top before the 
real smash comes. During the transition period between 
the third and first market phases, there are many reactions 
which look like the final end of the bull market, and the 
shorts are fooled by many sharp rallies. When the real 
bear market does set in, most of the bears have become 
discouraged and do not realize what is happening until it 
is about over. Then they sell short again near the bottom, 
if their brokers will permit, and are caught in: the subse- 
quent rebound. Another difficulty is psychological. When 
a bear does make a killing on the down side, he is quite 
likely to think that the move is over because he has cov- 
ered; so he turns about and goes long too soon, and away 
go his profits from the previous trades as prices continue 
to seek still lower depths. 

Chart reading cannot be depended upon as a reliable 
guide in a major bear market. Prices cease then to move 
according to laws which govern ordinary markets. No one 
can predict with certainty when the next sharp rally will 
come. It all depends upon news developments, and arrange- 
ments, which may be made by powerful banking in- 
terests to arrest the decline. Emotion supplants reason in 
a panic, and emotions are very fickle and subject to violent 
reversals without notice. Bear markets, in this respect, 
are much like the emotional third phase which leads to the 
finish of a great bull market. 

Sooner or later all major bear markets come to an end, 
and accumulation of stocks again takes place in anticipation 
of the next upward swing in the'cycles. The closing weeks, 

(Please turn to page 104) 
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Is Business Influenced by Politics? 


Answering a Question Subject to Wide Public 
Misunderstanding—Readers’ Views of the Outlook 


Editor, Readers’ Forum: 


I would like to ask your opinion as to 
the effects of the 1932 national election. If 
history repeats itself and the Republicans 
win will we not have a big bull market? 
Election of a Republican President will 
bring confidence to the business and money 
interests of the country and a recovery 
from the present depression. Vice versa, 
if the Democrats win, will we not have 
four more years of hard times? I have 
been an appreciative reader of The 
Magazine of Wall Street since 1907 and 
have always found its opinions sound and 
valuable-—P. H. G. 


Your letter raises an interesting but 
not unusual question. It is based on 
the assumption that the political party 
temporarily represented at the head of 
government is altogether responsible 
for business conditions during its term 
or during the period that it is domi- 
nant in national affairs. 

THE MAGAZINE OF WALL STREET 
is not a partisan publication; it is 
neither Democratic nor Republican. It 
is not committed to the theory that 
either of the two leading schools of 
political action creates good or bad 
times. The depression of the past two 
years is attributable in large measure 
to international economic conditions 
which the party in power in this coun- 
try could neither help nor hinder. It 
is true that it was ushered in here by 
a collapse of an unwarranted stock 
market inflation which was participated 
in by millions of our people, members 
of all political parties and factions, not 
one of whom, we believe, was influ- 
enced in his market commitments by 
the political complexion of the national 
administration. It was a speculative 
orgy, and that part of the depression 
traceable to the readjustment of our 
dislocated industrial and financial body 
may be regarded broadly as the price 
that those who danced must pay the 
fiddler. 

During the excessive speculative 
period our readers were constantly 
warned of the danger, as you will re- 
call. A month before the October, 
1929, break we published a particularly 
emphatic caution. Many industrial 
and financial leaders who also had kept 
their heads were active in deploring the 
excesses to which so large a part of our 
people had gone, and the Federal Re- 
serve System also endeavored to check 
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the diversion of funds into the security 
markets. 

That the world-situation has been 
bad for years cannot be denied. The 
burden of war debts and reparations, 
the rebuilding of prostrate nations, all 
have been a heavy drain on the re- 
cuperative powers of the world. We 
are suffering from the inability of the 
world to regain its feet, and it is easy 
to reach the conclusion that we would 
have gone through the same over-con- 
fidence and misinterpretation of our 
“prosperity” and the same depression 
of industry regardless of whether the 
Republican or Democratic party was 
in power. 

The recovery of business and the re- 
habilitation of industry, we feel, will 
go forward at the same pace whether 
the next Congress is controlled by one 
party or by another—whether the next 
President be a Democrat or a Republi- 
can. The ingenuity and resourceful- 
ness of the people of this country and 
the extent to which the world returns 
to financial health will measure the ex- 
tent and rate of our recovery. 

We are an impulsive and tempera- 


mental people. We regard the incident . 


of the moment as of the most tremen- 
dous importance. When political cam- 
paigns wax warm the leaders of each 
party are adroit enough to capitalize 
this, viewing with alarm all that their 
opponents propose or have accom- 
plished, and pointing with pride to all 
that their own party proposes or has 
done. Yet the United States moves 
steadily forward, its progress inter- 
rupted at times by periods of lessened 
business activity occurring in an irregu- 
lar cycle and without any particular 
blame or credit being due to either 


political party. 


British Gold Procedure 


Editor, Readers’ Forum: 
As a subscriber to your magazine I beg 
to ask for the following information :— 
In your number September 19th, 1931, 
page 699 “The Dynamite in the English 
Situation” Mr. Henry Richmond Jr., 


says :— 

“The Bank of England received permis- 
sion to expand temporarily the fiduciary 
note issue (unbacked by gold) in the 
amount of 75 million dollars, which had 
the effect of enlarging the stock of export- 
able gold by this amount.” 


Who extended the permission to the 
Bank of England?—Isn’t it that only an 
Act of Parliament can do this?—A. B. 


In answer to your letter inquiring 
as to the procedure whereby the Bank 
of England was enabled to increase its 
fiduciary note issue— 

Under the Currency & Bank Notes 
Act of 1928, the bank may apply to 
the Treasury for permission to increase 
the fiduciary note issue for a period of 
three weeks. This provision was espe- 
cially designed to give the currency an 
elasticity so necessary in such a crisis 
as the bank was then undergoing. If 
this had not been done the steady with- 
drawals of gold would have resulted 
perforce in a sharp contraction of cur: 
rency for domestic purposes. 

You see then, that while ar Act of 
Parliament is necessary permanently to 
expand the fiduciary issue, the situa- 
tion in this case had already been taken 
care of as far as the legal authority was 
concerned. 


A Difference of Opinion 
Editor, Readers’ Forum: 


May I express my surprise that a jour- 
nal so respectable as yours should print 
such an article as that by Mr. John C. 
Cresswill, “Has Europe Taken America 
for a Buggy Ride?” Surely the vulgarity 
of its tone has no place in your columns. 
Moreover, argument based on all the facts 
is needed in these days and not this silly 
assumption that the United States (some 
day, perhaps, you will cease to call your 
country “America”) has been an innocent 
martyr to the cunning of Europe. So far 
as I can see, the deepest cause of our 
present troubles is to be found in the debt 
question. In 1921 Great Britain offered to 
cancel debts of, I think, twice the amount 
that she hoped the United States would 
cancel. Had the United States accepted 
this offer most of our troubles would, I 
believe, now be over. Instead, the United 
States said, “You got the money, didn't 
you? Then pay.” And paying has now, 
among other things, paralyzed the forcign 
trade of the United States. It astonishes 
outside observers that the leaders in the 
United States should have been so blind on 
a question in which was wrapped up the 
whole problem of equality of sacrifice, of 
millions of precious lives put over against 
a debt of money. Your contributor’s vul- 
gar self-complacency does not aid the clear 
understanding of the issue—George WW. 
Strong, Toronto, Canada. 


We are sorry you do not like our 
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article, “Has Europe Taken America 
for a Buggy Ride?” Certainly, we had 
not intended to convey that the United 
States is the innocent martyr of the 
cunning of Europe,—rather we feel 
that our youth and exuberance has led 
us to act in the most unsophisticated 
manner; that we behaved like the gold 
prospector of the early nineties who 
struck it rich in the Klondike or Gold- 
fields, and who after almost a life- 
time of terrific labor risked his fortune 
in the gambling hall of the boom town 
which had sprung up to take care of 
just that type of fellow. 

Europe does not understand the 
American. Our psychology is so dif- 
ferent although we are of European 
ancestry. It is the same with the 
Australian who, like the American, has 
had to hew his way through the forests 
to make his home. I believe that today 
our characteristics resemble more close- 
ly those of Europeans during the 
Renaissance with all its beauty and 
vulgarity, rather than the characteristics 
of Europeans of today. It would be 
well if we understood each other bet- 
ter—if Europe saw America not as 
half mad and bumptious but as dif- 
ferent because we are the product of 
our conditions which are entirely dis- 
similar. 

Europe is crowded with humanity, 
and the masses find it difficult in many 
cases to eke out an existence except by 
terrific labor and thrift. There are so 
many people—they can’t spread, and 
reproduction of the species goes on at 
a swift pace. No wonder they hate 
each other! A war wipes out so much 
of the surplus population and makes it 
easier for the others to live. 

In our country we don’t understand 
that nor the psychology which is the 
product of such a civilization. And 
when we try for peace, Europe con- 
siders us absurd instead of recognizing 
that it is purely the difference in our 
psychology because in America human 
beings still mean something. We are 
distressed at human beings suffering en 
masse. To preserve life was a neces- 
sary thing to us in order to develop our 
country. War is dreadful to us be- 
cause we still have plenty of room for 
our population and for future genera- 
tions without worrying about it. This 
does not mean that we are any better 
than the Europeans, but it does mean 
that we see things from a different 
point of view; and the greatest service 
to be rendered is to bring about a real 
understanding of the two viewpoints 
so that we can conduct our inter- 
national affairs more soundly and 
sympathetically. 

We notice you say that the cause 
of our present troubles is found in the 
debt question. How can you say that 
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when this amount represents so small 
a percentage of the world debt and 
when the money spent for armaments 
exceeded it many times, and the wealth 
of the world has been multiplied ter- 
rifically since 1914? The difficulty, 
therefore, seems clearly to be the fact 
that there is not enough gold in the 
world with which to pay these debts 
since there is overproduction of goods 
of all kinds to the known buying 
power,—and also because of the stupid- 
ity which demonetized silver and im- 
poverished the East to almost a zero 
point as far as buying power is con- 
cerned. | | 

You are undoubtedly aware that 
Great Britain in paying her debts to us 
is collecting more than the debt re- 
quirements from her colonies, to whom 
she charges a high rate of interest,— 
that she has paid us previously in rub- 
ber and Brazilian coffee,—and that al- 
though a free tariff country, England 
collects more revenue from her imports 
than we do. 

The war debts can never be wiped 
out. European experts know that to 
be true. They are requesting that in 
addition to sacrifices and our own cost 
during the War, that the cost of the 
European War be transferred to the 
shoulders of the American citizen. And 
why so? Is there any reason why we 
should finance the wars that these coun- 
tries have one with the other, and will 
continue to have until they have sense 
enough to work out an accord between 
them that is more international than 
nationalistic? 

As a matter of fact, it is our firm 
belief that the debt should be paid even 
though we extend the moratorium. The 
victors receive the spoils in land and 
colonies, and valuable factories, many 
of which have been developed to a high 
degree of efficiency, except in England. 
If Europe intends to fight she should 
do so at her own expense not only as 
far as the last war is concerned, but in 
future wars. 

The United States is suffering from 
the many mistakes we have made,— 
but so will it be in the next decade 
when the new generation tries its 
wings. You will find that the feeling 
that is fast spreading over our country 
is not one of waiting for the boom to 
return, but rather we are trying to ad- 
just ourselves to live comfortably on 
the present basis,—and whatever can 
be said against us, we are a very ad- 
justable people and are bound to work 
our way out on a sound basis since we 
intend to profit by our experience. 





Looking Upon the Bright Side 


Editor, Readers’ Forum: 
It ts not my desire nor ambition to get 





into print and I am not writing this letter 
for that reason, but it does seem to me 
that in the analysis of present business 
conditions much of our trouble ts due to 
imagination or hysteria or lack of some- 
thing else to do. 

This “to-do” we are now having about 
the gold standard, because of England’s in- 
ability to protect her money at home, is 
just like any other panic—lack of confi- 
dence in British securities and the with- 
drawal of funds from England because of 
it, and the jealousy and lack of confidence 
by France and all other governments. 

I cannot for the life of me see what 
objection there ts to foreign governments 
depositing their surplus gold in New York 
any more than I can see any objection to 
the law requiring our local banking insti- 
tutions to keep their reserves in New York, 
or other depositories. This talk of bi- 
metalism, or giving up the gold standard, 
is just another ridiculous kind of hysteria 
that the country seems to be in, and the 
sooner we quit talking or imagining that 
the gold is at the bottom of our trouble the 
better we will be off. A letter to you by 
one of your subscribers about this gold 
situation is just as ridiculous as the Bryan 
hysteria of °96. Those of us who went 
throuch that pericd from ’93 to '%6 realize 
that by comparison our present troubles 
are only a Sunday-school picnic, and that 
were it not for the difference between the 
high tide of ’29 and the low tide of ’31, 
conditions at the present time would not 
seem so bad. This ridiculous idea that we 
can get along without security for our 
currency is all the bunk, and it has been 
demonstrated during the present conditions 
that gold seems to be the only commodity 
that has not fluctuated. Commodities and 
securities of all kinds have proven to be 
only worth what someone was willing to 
pay for them, and that has been all the 
way from 10 to 40% of previous values. 
When every department of our business 
and social life gets readjusted to present 
values, and when we have time to think 
constructively and keep these ridiculous 
propositions out of our press, everything 
will be readjusted to an equality. 

When the pendulum starts to swing the 
other way, and I firmly believe it has al- 
ready begun, we are going to run up 
against a vacuum, or rather a_ serious 
under-supply of practically everything, and 
the machines of industry will whirl so fast 
that the talk about this being a machine 
age will be considered a joke. 

I live out here in the country, in fact, I 
have for 50 years, where we have not seen 
any real good times since 1920, when the 
War Finance organization stopped func- 
tioning, causing losses and destruction to 
farm values and credits. We have man- 
aged to survive, and the 1929 disaster was 
only just another step, which was in com- 
parison to the half crop last year, and the 
total failure of a crop in the North-West 
this year. And, when you have counted all 
the bushels of wheat that are left the first 
of next May, and when you have compared 
the actual amount of corn in existence as 
compared to the government reports, which 
are ridiculously “bullish,” you will wonder 
where all the surpluses have gone. Only 
a couple of days ago one of the very top- 
notch grain operators in Chicago told me 
that wheat would come into its own before 
next May, and I insisted that corn would 
_ and he was willing to take my word 

or it. 

Please bear in mind also that the produa- 
tion of all the livestock, especially cattle 
and hogs, ts way below normal production. 


(Please turn to page 106) 
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Some Improvement Registered 


Better Prices for a Number of Depressed Com- 
modities Make For a More Hopeful Attitude 





DAIRY PRODUCTS 











Volume Holds—Earnings Off 


products such as milk, butter, 

cheese and eggs, has suffered but 
a slight recession from that of a year 
ago but dollar sales have declined to a 
much greater degree. This implies a 
steadily downward shading of the prices 
of these staples. In the field of more 
special products, particularly ice cream, 
volume has been hard hit, despite the 
fact that unusually warm autumn 
weather prolonged the summer sea- 
sonal peak of consumption. If this 
had not been so, specialty earnings 
might have been still poorer. 


(Please turn to page 106) 
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COMMODITIES* 


(See footnote for Grades and Units of 
Measure) 
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Lumber (18) . 


* Nov. 9, 1931, 

(1) Sheets, Pittsburgh, cents per lb. (2) 
Bars, Pittsburgh, cents per lb. (3) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. ¥.) c. per Ib. (6) 
Kan., Okla., 32-32.9 deg. $ per bbl, (7) 
Pitts., steam mine run, $ per ton, (8) 
Middling (Galv.), cents per Ib. (9) No. 2, 

Kan. City 


4 (N. Y¥.) oc. per Ib. 
Smoked Sheets (N. Y.) cents per Ib. (15) 
Fine staple, clean “Boston), cents per Ib. 
(16) Cuban raw 96 deg. deliv. (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
$ = Sa (18) Yellow pine boards, f. o. b. 
per M. 























THE TREND IN MAJOR INDUSTRIES 


STEEL—Another increase in steel ingot production occurred this week, 


operations now hovering around 30% of theoretical capacity, com- 
pared with 29% last week. The increase in production is ascribed 
to the larger requirements of the automobile and farm machinery 
industries. Railroad and building construction demand has shown 
little tendency to improve although some betterment in these lines 
is expected soon. Prices of steel and iron remain unchanged from 
those of last week. Consensus of trade opinion inclines to the 
belief that a material gain will be registered by the steel industry 
during the month of November. 


PETROLEUM—Drilling during the next two weeks will be suspended 


CO 


AG 


in the East. Texas area to allow time for changing the present per- 
missible daily output of 150 barrels a well to a schedule limiting 
field prodvction as a whole. This action is expected to terminate 
definitely the irrational production of crude oil and put the industry 
on a better basis. Responding to the favorable Texas news, and 
also to the improved situation in the Mid-Continental field, prices 
for crude oil again sought higher levels. The better crude situa- 
tion has stimulated the price of gasoline and reports from the larger 
refiners indicate a belief that the worst has been seen. 


PPER—Sales of copper during the past week have been very small. 
Prices have remained unchanged for nearly two months at 7 cents 
a pound for domestic delivery. The major current developments 
in the industry this week have been the production-curtailment 
conference now dragging through its third week at New York 
City, and the tariff hearings at Washington to determine whether 
or not an import duty should be imposed on the metal. The out- 
come of the producers’ meeting may well be a drastic cut in world 
production; if not, it is believed copper will decline further. Until 
settlement of the production and tariff questions the trade expects 
the low volume of trading to continue. , 


RICULTURE—Constructive developments in the form of rising 
prices for grains, cotton and provisions have given new life to the 
sorely tried farmer. The rise of around 18 cents a bushel in wheat 
prices has added several million dollars to the value of the wheat 
holdings of American farmers during the past month. The inability 
of Russia to supply previously contracted wheat and the necessity 
for Europe to replenish its exhausted grain stocks has stimulated 
demand in no uncertain manner. 


MACHINERY—Small orders and spotty demand have characterized 


the heavy machinery and tool business during the past several 
weeks. Little of an encouraging nature has developed, the most 
recent news indicating that Russia has been placing an increasing 
amount of new orders with German firms in preference to our 
own. Profits continue very low and many of the concerns, even 
some of the largest, suffered deficits during the first nine months of 
the current year. Until the general industrial situation improves 
the outlook continues poor, for most companies are equipped to 
supply needs far beyond their present business. 
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Agricultural Implements ...... 142.4 36.7 47.4 
RMGIOOME ceccicccecccscceee ILS 39.0 4.1 
Automobile Accessories 16.9 26.8 $1.1 
Automobiles 37.0 12.4 14.5 
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Baking (1926 Cl.—100) 10.4 13.2 
Biscuit 122.0 138.8 
Business Machines 63.4 71.8 
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Department Stores 14.2 15.3 
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Fertilizers 5.1 6.5 
Finance Companies 40.8 54.4 
Food Brands 45.8 53.1 
Food Stores 47.9 53.7 
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Household Equipment a 18.8 21.4 
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63,5 146.5 61.4 Steel & Iron & $1.4 87.1 
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170.8 268.7 163.0 Sulphur 89.6 112.4 
97.4 177.2 92.6 Telephone & Telegraph V1.1 712.2 
INVENTOMES £3.7 70.5 21.1 Textiles ; 16.5 22.1 
10.9 39.0 10.9 Tires & Rubber 5.3 7.2 
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RAW MATERIAL 68.5 88.7 66.5 Variety Stores R 55.1 
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88.5 272.0 85.6 
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25.5 78.4 24.5 
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23.8 74.2 23.8 
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83.0 125.1 980.7 
BOND PRICE INDEX 21.5 51.6 20.4 
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61.0 184.9 58.9 
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Answers to Inquiries 








Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 


1. Be brief. 


2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 
Special rates upon request to those requiring additional service. 











ALLIED CHEMICAL & DYE 
CORP. 


Do you think Allied Chemical common 
has seen its low? Can you tell me the 
reason for its extreme weakness in dropping 
from 182 to 68 this year? I have heard 
rumors of a change in management and 
would like to have your comment. Shall I 
average on 150 shares which cost me 142? 
—A. J. G., Boston, Mass. 


Naturally enough, Allied Chemical 
& Dye Corp. as one of the largest 
chemical companies in the world, has 
been adversely affected by the un- 
settled state of the chemical trade thus 
far in 1931. Price cutting, reduced 
consumer demand and increased com- 
petition for the smaller amount of 
available business are factors to be 
noted in connection with the present 
restricted earning power of the com- 
pany. While Allied Chemical is un- 
derstood to have earned its $3 divi- 
dend requirement in the first half of 
this year, it is a foregone conclusion 
that per share earnings this year will 
compare unfavorably with the $9.77 a 
share reported in 1930. In 1929, 1928 
and 1927 Allied Chemical reported per 
share earnings of $12.60, $11.12 and 
$10.03, respectively. Current ratio of 
the company at the end of 1930 was 
17.5 to 1, cash and equivalent amount- 
ing to $113,320,484. During the ten 
years ended with 1930 (corporate life 
of the company) only 40% of net in- 
come was paid out in dividends. The 
chemical industry is strategically situ- 
ated to participate in any sizable im- 
provement in general business condi- 
tions. However, there is little evi- 
dence available at this time to indicate 
that the near future will witness better 


prices and increased demand for the 
heavy chemicals manufactured by 
Allied Chemical. The company’s com- 
mon stock is entitled to an investment 
rating and retention of long pull com- 
mitments appears advisable. We sug- 
gest that attempts to average in the 
issue be held in abeyance for the time 
being. A realignment of the executive 
personnel of Allied Chemical has been 
reported but few details are known. 


CORN PRODUCTS REFINING 
co. 


I have 150 shares of Corn Products Re- 
fining Co. purchased in 1930 at an average. 
price of 75. In view of the big decline in 
the value of thew rail holdings and the 
present business outlook, do you think it ad- 
visable to continue holding? It may be that 
I am unduly alarmed and would appreciate 
your judgment as soon as possible—H. M. 
L., Akron, Ohio. 


About two-thirds of the output of 
Corn Products Refining Co., including 
the manufacture of glucose, starch and 
corn syrup, etc., is sold in bulk form 
and the balance is diverted to package 
goods disposed of through ordinary 
grocery outlets. While the package 
business of Corn Products has been 
relatively stable thus far in 1931, in 
the bulk business, sharp declines in raw 
material prices have occasioned heavy 
inventory losses. For the nine months 
ended September 30, 1931, the com- 
pany earned $2.46 a common share as 
compared with $3.50 a common share 
in the corresponding period of last 
year. 1930 earnings equalled $4.86 a 
common share as compared with $5.75 


a share in 1929. The 1930 year-end 
balance sheet of the company showed 
an item of $33,541,000, a substantial 9 
portion of which is understood to be 
in rail securities, which have declined 
sharply in recent months. While de. 
crease in investment income has been 
a factor in the lower earnings of the 
company thus far in 1931, it has not 
been of vital importance. The 50 
cents extra dividend may be omitted 
this year, but such a contingency ap: 
pears amply discounted by current 
quotations. Most of the adverse fac: 
tors affecting Corn Products appear to 
be of a transitory nature. We believe 
that a return to more normal condi 
tions will see the substantial earning 
power of the company restored, and 
hence we advise you to retain your 
present commitment in the company’s 
common stock. 


GENERAL MOTORS CORP. 


I have 400 shares of General Motors 
which I bought in the forties, thinking 
bottom had been reached and that I could 
make a nice profit but now I have a sub- 
stantial loss. Do you advise me to buy 
more and average or would you take your 
loss and await developments?—F. J. L., 
Fall River, Mass. 


General Motors Corp., the giant of 
the automotive industry, stands out 
prominently in America’s list of billion 
dollar companies. Despite severe de 
pression prevailing in the automobile 
field, General Motors has nevertheless 
managed to strengthen its competitive 
position; its sales comprising over 
40% of total automobile sales in the 
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United States and Canada as com- 
pared with about 33% in 1930. While 
General Motors has kept its trade posi- 
tion intact, nevertheless, earnings have 
fallen off sharply, reflecting generally 
depressed domestic and foreign busi- 
ness conditions. Export sales have been 
hard hit as have operations in various 
foreign countries. For the first nine 
months of this year General Motors 
reported earnings of $2.08 a common 
share against $2.68 a share in the first 
nine months of 1930 (excluding non- 
recurring profits). It is quite evident 
that results for this year will fall far 
short of the $3.25 a share reported for 
1930, and well under the $3 annual 
dividend requirements. With earnings 
on a restricted basis attention has been 
called to the strong financial position 
of the company which on September 
30, last, included cash and equivalent 
of $264,107,166. It is questionable 
whether the present $3 rate will be 
continued but the shares at current 
levels appear to discount to a large ex- 
tent the possibility of a lower rate. The 
electric refrigerator, radio and aviation 
divisions of General Motors promise 
to supplement automobile income in 
the years ahead. Commitments made 
in General. Motors common stock at 
higher levels should be retained, al- 
though fresh purchases might well be 
deferred until general business condi- 
tions assume a better tone. 


LAMBERT CoO. 


I have 200 shares of Lambert Co. pur- 
chased above 100 in 1929. In view of the 
way earnings have held up I can’t under- 
stand why their stock does not do better 
marketwise. Can you tell me what is 
holding it back? Do you think it will pay 
me to continue holding?—F. R. M., Long 
Beach, Calif. 


Many investors, like yourself, are 
puzzled by the market behavior of 
Lambert common stock. Earnings of 
the company for the first nine months 
of this year were relatively satisfac- 
tory, amounting to $7.16 a common 
share, as compared with $7.56 a com- 
mon share in the first nine months of 
1930. For the full year 1930 Lambert 
earned $9.52 a share as compared with 
$10.02 a share in 1929. Net income 
of the company has mounted steadily, 
increasing from $694,101 in 1922 to 
$7,132,412 in 1930. Quite evidently 
earnings of Lambert do not afford a 
complete explanation of current low 
levels for the stock. A better clue is 
to be found in the fact that competi- 
tion, both actual and potential, is 
increasing in the antiseptic field. 


“Listerine,” Lambert’s best known’ 


product, is understood to contribute 
about 60% of the company’s net in- 
come and a threat to this revenue pro- 
ducer would obviously he a serious 
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matter for Lambert. The actual in- 
roads which have been made on 
Lambert's antiseptic business thus far 
have not been serious, and many feel 
that the capable management and ag- 
gressive advertising policies which have 
successfully repelled previous chal- 
lenges will meet the present situation 
satisfactorily. Another reassuring fac- 
tor is that the shaving cream, tooth paste 
and Pro-phy-lac-tic toothbrush divisions 
are contributing in larger amounts to 
net income, thus tending to remove 
Lambert from the “one product com- 
pany” category. While the very na- 
ture of Lambert's business removes the 
stock from the investment category, in 
view of the sturdy resistance which 
earnings of the company have shown 
to depression factors, we feel that re- 
tention of present commitments is the 
logical course. Conceding the possi- 
bility of a dividend reduction, if earn- 
ings in the period ahead are unsatis- 
factory, we feel current quotations for 
the shares discount to a large extent 
such a contingency. 


NATIONAL CASH REGISTER 
CO. 

No doubt selected common stocks will an- 
ticipate the general upturn by a consider- 
able period. In my opinion National Cash 
Register A falls into this classification, hav- 
ing resumed its dividend at the height of 
the depression. Would you approve buy- 
ing 250 shares under 20 for a moderate 
pull?—F, M. K., New Orleans, La. 


National Cash Register Co. is the 
largest manufacturer of cash registers 
in the world, marketing over 600 varie- 
ties, through agencies, subsidiaries, or 
branch offices in the United States and 
all important countries abroad. Di- 
versification of activities was the ob- 
jective in the acquisition of the Ellis 
Adding Typewriter Co., which enter- 
prise is engaged in the manufacture of 
a combination adding machine and 
typewriter. Negotiations were recently 
consummated for the purchase of the 
cash register business (exclusive of 
plants) of Remington Arms Co., its 
chief competitor. Should the Federal 
Court approve the transaction, Na- 
tional Cash Register will have entree 
to the low-priced field, which should 
prove an important asset. In reflec- 
tion of depressed business conditions 
prevailing throughout the world a 
sharp decline in earnings was registered 
by the company during the past 
eighteen months. Net income for the 
first nine months of the current year 
amounted to $792,992 or 67 cents 
a class “A” share 1s compared with 
$1.84 a share for the first nine months 
of 1930. However, as a result of 
operating economies net profits since 
the first quarter of this year more 
than offset the loss incurred during the 


first three months. Moreover, recent 
resumption of dividends on the class 
“A” stock at a reduced rate, indicates 
that the improvement has continued, 
but it is unlikely that full 1931 returns 
will equal those of $3.01 a share re- 
ported last year. Although the class 
“A” shares appear reasonably priced, 
in relation to probable 1931 earnings, 
in view of uncertain prospects for the 
stock market during the immediate 
future we suggest purchases be de- 
ferred for the time being. 


N. Y. CENTRAL RAILROAD CO. 


I would appreciate your views of the 
recent I, C. C. decision on railroad freight 
rates as applied to New York Central 
common, Holding 200 shares at 112 I am 
greatly worried. What are the chances 
of a steady recovery of this stock from 
these levels? Is the $4 annual dividend 
likely to be maintained?—E. M. F., Nor- 
folk, Va. 


New York Central Railroad Co. oc- 
cupies a highly important position in 
the transportation system of the 
United States. Through either fee 
ownership, lease, or trackage rights, 
over 11,000 miles of road is operated 
by the company, serving a territory 
which extends from New York and 
Boston to Chicago and the Middle 
West. Some of the most important 
industrial centers of the country are 
reached by its lines, while over three- 
quarters of the nation’s coal is mined in 
the area covered by the New York 
Central. Moreover, the road's position 
in Chicago is such that, it is assured a 
substantial share of the freight origi- 
nating on the Pacific Coast. In view 
of sharply curtailed industrial activity, 
trafic volume of New York Central 
has declined materially with con- 
commitant reduction in earnings. In 
reflection of these conditions the man- 
agement has cut dividends on two oc- 
casions during the current year. Pres- 
ent indications are that full 1931 re- 
turns will fall short of current annual 
dividend requirements of $4 a share 
by a substantial margin, since practi- 
cally all hope of augmenting earning 
power through an increase of freight 
rates has been definitely shattered by 
the recent decision of the Interstate 
Commerce Commission. Inasmuch as 
material earnings improvement is not 
an early prospect, a further revision in 
dividend rate is not an impossibility. 
Despite, these unfavorable factors, we 
maintain confidence in the long term 
prospects of New York Central and 
feel that the exercising of patience on 
the part of stockholders is advisable. 
Operating expenses have been cut to 
the minimum and general business re- 
covery should be reflected in an im- 
mediate improvement of profits for the 
road. We, therefore, counsel against 
disposal of the shares at current prices. 


UNITED STATES RUBBER CO. 


A friend of mine told me that U. S. 
Rubber has turned the corner, and that 
the common stock is a good buy. Before 
making any commitment, however, I would 
appreciate receiving your opinion regard- 
ing the issue—A. E. R., Duluth, Minn. 


United States Rubber Co. ranks as 
the second largest unit in the rubber 
industry, manufacturing tires, tubes, 
footwear, clothing, flooring, fiber prod- 
ucts, chemicals, and many other rub 
ber products. More than a third of 
the rubber consumed by the company 
is obtained from its own plantations. 
The complete integration of properties 
and facilities has been a long drawn 
out affair, primarily due to the many 
adversities which have beset the in- 
dustry in general. However, progress 
in this direction is being made, but 
satisfactory profitable operations are 
not an early prospect. The company 
reported a deficit of $4,660,202 for 
for the initial half of the current year 
as compared with a net loss of $2,797, 
403 for the corresponding period of 
1930. Present indications are that 
substantial inventory write-offs will 
not be necessary during the current 
half, and since profit margins have re- 
cently improved, the full year deficit, 
no doubt, will be materially below that 
of $18,063,940 incurred during last 
year. Whether or not the improve- 
ment can be maintained over a sus 
tained period is a matter of conjecture 
at the moment, since the long term 
outlook for the rubber industry as a 
whole is fraught with uncertainties. 
We look upon the junior shares of the 
company as a relatively unattractive 
speculation, and counsel against pur- 


chases at this writing. 


VANADIUM CORP. OF 
AMERICA 

What is your opinion of Vanadium? I 
have 225 shares purchased at 68 in 1929. 
In view of decreased earnings do you ad- 
vise me to sell at this time? I would also 
appreciate your opinion as to the future 
possibilities of their new chemical opera- 

tions —A. J. G., Fort Wayne, Ind. 


Vanadium Corp. of America vir- 
tually controls the world’s supply of 
vanadium (only a small percentage of 
metal being produced by competitors) 
and is a leading producer of chrome. 
The company owns rich deposits of 
vanadium in Peru and a lower grade 
ore deposit in Colorado, while an 
ample supply of chrome ore is assured 
through properties in Quebec and a 
50% interest in chrome deposits of 
Rhodesia. Both of these metals find 
their principal use in alloys to increase 
the tensile strength of steel, although 
vanadium is also used as an alloy with 
copper in the manufacture of dyes and 
indelible inks and in airplane industry 

(Please turn to page 97) 
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(Continued from page 94) 
Operations of the company’s new 
titanium plant in Virginia are progress- 
ing satisfactorily, but little in the way 
of profits can be expected for some 
time. Mining operations of the com- 
pany have been suspended, present 
curtailed requirements of the steel 
trade being supplied from inventories. 
Thus losses will be curtailed, and 
the present strong financial position 
strengthened. A deficit of $129,836, 
or $0.34 a common share was incurred 
during the initial half of the current 
year, and present indications are that 
a substantial loss will be reported for 
the full year. Net income (including 
profit on resale of company’s own 
stock) equalled $2.95 a share for last 
year as compared with $4.89 a share 
in the preceding year. Obviously re- 
covery of earning power must await a 
pick-up in steel operations, but provid- 
ing the speculative risks involved in 
the shares are not objectionable we 
counsel maintenance of your present 
position, with a view toward long term 
prospects. 


REPUBLIC STEEL CORP. 


Current quotations for Republic Steel 
common are so low. I have been tempted 
to take on a small block of the stock,-with 
a view toward selling at a profit within 
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the next six months. Do you believe such 
a purchase is justified?—O. M. S., Brook- 
lyn, N. Y. 

Republic Steel Corp. was organized 
in the early part of 1930, as a result 
of the consolidation of Republic Iron 
& Steel Co., Central Alloy Steel Corp., 
Donner Steel Co. and Bourne-Fuller 
Co., and now ranks as the third largest 
unit in the steel industry. The com- 
pany’s plants cannot be said to be 
ideally located from a geographical 
standpoint, which factor has acted as 
a deterrant to the efficient and eco- 
nomical operation of facilities. More- 
over, conditions in the steel industry 
generally, since the company’s incep- 
tion have been such that Republic 
Steel has been handicapped from the 
very outset. Thus, earnings record to 
date is rather unimpressive. A net 
loss of $5,512,975 after interest, de- 
preciation, depletion and subsidiary 
preferred dividends was incurred dur- 
ing the nine months ended September 
30, last, as compared with a deficit of 
$322,268 for the corresponding period 
of 1930. Although the management 
is exerting every effort to reduce losses 
to the minimum, we see little, at the 
moment, that would indicate any ma- 
terial recovery of earning power dur- 
ing the medium term, at least. As a 
matter of fact, the steel industry, as a 
general rule, is slow to recover from 
trade depressions. While we concede 


the extreme long term potentialities of 
Republic Steel Corp. we see no reason 
for purchasing the common stock in 
the face of unpromising immediate 
prospects, and highly unsettled stock 
market. 


J. J. NEWBERRY CO. 


I have been unable to get recent infor- 
mation on J. J. Newberry Co. and would 
like to know if their expansion program 
is still being carried out and if earnings 
are holding up. I have a slight loss on 
the shares which I now have. Do you ad- 
vise me to sell or continue holding for a 
later price appreciation?—M. M. K., Flint, 


ich, 


J. J. Newberry Co. was incorporated 
in February, 1923, as the successor to 
J. J. Newberry which found its in- 
ception in 1912. At the close of 1930, 
the company operated 335 5-cents-to-$1 
stores, an increase of 56 units over 
that reported at the close of the preced- 
ing year. The chain extends from the 
Atlantic to the Pacific Coast, although 
efforts are more or less concentrated in 
the states of Maine, New Hampshire, 
Massachusetts, New York and Pennsyl- 
yania in the East, and California and 
Washington in the West. Expansion 
of facilities is being carried on at a 
satisfactory rate, the company having 
added 40 new stores during the first 

(Please turn to page 102) 
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“MAKING MONEY 
by dealing in 
MONEY” 





A. new analysis which 
explains why Credit Ser- 
vice, Inc. has made this 
record in 1931: 


31% Increased Earnings 
6% Interest Payments 
4% Profit Sharing 


Every-investor who wants 
real safety, plus a good 
yield, plus genuine mar- 
ketability should have a 
copy of this analysis. Copy 
sent without obligation 
upon receipt of coupon 
below. 














CREDIT SERVICE 


ASSOCIATES, Inc. 
Graybar Bldg. New York 
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1 Four Panics 





[N the 37 years since 


its founding, Investors Syn- 
dicate has passed through four 
nation-wide depressions or 
panics with uninterrupted 
growth in resources. In 1930 
and 1931 it continues its de- 
pression-proof progress. 


ASSETS OVER $43,000,000 


Capital, Surplus and Reserves 
Over $5,700,000 


\ INVESTORS 
SYNDICATE 


FOUNDED -1894 


MINNEAPOLIS 
BALTIMORE - LOS ANGELES 
MONTREAL 








"THERE were 10,571 
new investors in 
Associated Gas and 
Electric securities dur- 
ing the eight months 
ended September 1, 
1931. This increase, 
to a total of 231,055, 
reflects the investment 
favor in which these 
securities are held. 


Bonds of companies 
comprising the Asso- 
ciated System offer 
acknowledged security 
at attractive yields. 


Write for Folder L-141 
General Utility Securities 
Incorperated 
61 Broadway New York City 
Dividends and Interest 








IMPERIAL OIL, LIMITED 
Dividend 


Notice to Shareholders and the 
Holders of Share Warrants 


Notice is hereby given that a dividend of 
twelve and one-half cents (12%4c) per share, 
in Canadian funds, has been declared by the 
Directors of the Company and that the same 
will be payable in respect of shares specified 
in any share warrant of the Company of the 
1929 issue within three days after the Coupon 
Serial Number THIRTY OND (31) of such 
share warrant has_ been ae and de- 
livered to ANY BRANCH OF: 


THE ROYAL BANK OF CANADA 


such presentation and delivery to be made on 
or after the 1st day of December, 1931. 


Payment to Shareholders of record at the 
close of business on the 14th day of November, 
1931 (and whose shares are represented by 
share certificates of the 1929 issue), will be 
— on or after the Ist day of December, 


The books of the Com y for the transfer 
of shares will be closed the close of busi- 
ness on the 14th day of November, 1931, to 
the close of business on the 30th day of 
November, 1931. 


BY ORDER OF THE BOARD 


F. E. HOLBROOK, 
Secretary. 


56 Church Street, Toronto, Ontario. 


Federal Light & Traction Co. 


Preferred and Common Stock Dividends 
32 William Street, New York, N. Y. 


November 4, 1931. 

The Board of Directors has this day de 
clared the regular quarterly dividend of One 
Dollar and ny, Cents ($1.50) share on 
the Preferred Stock of Federal Light & Trac- 
tion Company, payable on December 1, 1931, 
to the stockholders of record as of the close 
of business November 16, 1931. 

The Board of Directors bas also declared the 
Thirty-Sixth quarterly dividend on the Com- 
mon Stock of the Company at the rate of 
Thirty-Seven and One-Half Cents (37%c) per 
ghece in oeeh and eB Per —— n $ mon 

* ] en payable on January 

2, 1982, to the Common stockholders of record 

as of the close of business 14, 1981, 
The Transfer Books will not be closed. 


H. G. TOWNSEND, Assistant Treasurer. 
100 
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Monongahela West Penn 
Public Service Company 


NOTICE OF DIVIDEND 


The Board of Directors of the Monon- 
gahela West Penn Public Service Com- 
~~ has declared quarterly dividend 


0. 34 of one and three-quarters per 
cent (4334¢ per share) upon the 7% j I ( ; S 
Cumulative Preferred Stock, for the quar- 
ter ending December 31, 1931, payable 
January 1, 1932, to stockholders of rec- N. Y. Times 
on = the close of business December N. ¥. Times —Dow, Jones Avgs.— 50 8 

. . ’ 

: "'§. E, Mruzer, Secretary. 40 Bonds 30 Indus. 20 Rails High Low Sales 
106.37 52.52 97.30 94,63 1,186,016 
104.25 61.15 94.84 91,64 1,390,030 


CENTRAL ARKANSAS PUBLIC Wednesday, October 28 100.52 49.76 93.18 89.49 1,778,512 
SERVICE CORPORATION Thursday, October 29 t 100.66 49.86 91.18 88.43 1,348,328 
Preferred Stock Dividend No. 75. 108.97 52.40 93.59 89.94 1,555,980 
52 William Street, New York, N. Y. Saturday, October 31 : 105.43 52.19 95.20 93,38 805,175 
November 4, 1931. day, November 2 104.50 51.60 96.02 93.09 1,458,118 

The Board of Directors has this day de- eee ies ted 3 HOLIDAY — EXCHANGE CLOSED 


Clared the Seventy-Fifth consecutive dividend 
of one and three-quarters per cent (1%%) on | Wednesday, November 4 108.83 og = = pre 8 
the Preferred Stock of the Central Ar mansas Thursday, November 5 43 108.58 51.74 97.57 96.96 ppp 
Service Corporation, payable on Decem- 
ber 1, 1931, to the stockholders of record as Friday, Movember 6 . oo ey won isle conan 
of the close of business November 16, 1931. | Saturday, November 7 ......... 115.60 64.48 = 108.11 98.88 — 

The Transfer Books will not be closed. 

H. G. TOWNSEND, Treasurer. 
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Answers to Inquiries 
(Continued from page 97) 








six months of the year. The steady 
growth of the company has found re- 
flection in earnings expansion; in- 
creases in net income having been re- 
ported in each year from 1925 to 1929 
inclusive. However, profits for 1930 
declined despite the increase in dollar 
sales volume, primarily because of in- 
ventory write-offs which were neces- 
sary during the year and increased 
competition from department stores. 
Net income amounted to $1,245,579 
or $2.27 a share of common stock, 
after allowing for preferred dividend 
requirements, as compared with $1,- 
594,247 or $3.15 a share on the same 
basis for the preceding year. No in- 
terim earnings reports are published 
by the company, but sales for the nine 
months ended September 30, last, were 
5.6% above those for the correspond- 
ing period of 1930. Necessity for fur- 
ther inventory write downs is not ap- 
parent at this writing, and we antici- 
pate that full 1931 profits will com- 
pare favorably with those registered 
last year. Financial position at the 
close of last year was sound. Although 
the shares must be regarded in a specu- 
lative light, we see no reason at the 
moment, for disposing of commitments 
made at higher levels. 








Consolidated Gas of N. Y. 
(Continued from page 79) 








the other hand, there is no cause for 
uneasiness with respect to the rate 
question inasmuch as all reductions ap- 
proved by the Public Service Commis- 
sion are likely to be merely in line 
with reduced costs and at the same 
time will be counterbalanced by re- 
sulting increased demand for power. 

Operating costs, incidentally, are 
not showing as great a proportionate 
expansion as gross revenues, the op- 
erating ratio having declined from 
67.21 in 1927 to 64.75 in 1930. The 
decline in commodity prices and, to a 
lesser extent, the deflation of labor 
costs are currently operating in the 
company’s favor to a greater extent 
than in any of the previous five years. 
It is likely, therefore, that the operat- 
ing ratio will show further contraction 
in 1931 and 1932. Taxes, however, 
continue to mount at a more rapid rate 
than gross revenues. In 1930, taxes 
of Consolidated Gas and subsidiaries 
totaled $28,824,177, a gain of 33% 
over 1927, and were approximately 


equivalent to $2.51 per share of com- 
mon stock outstanding. This factor is 
admittedly working against the growth 
of net income and may ultimately be- 
come sufficiently important to have a 
direct bearing on the prospects of the 
common shares. For the time being, 
however, we do not believe that it 
should adversely influence the holder 
or prospective purchaser of the stock 
as the previously mentioned favorable 
factors far more than counterbalance 
this negative indication. 


Significant Affiliation 


We have made no mention of the 
company’s strong balance sheet posi- 
tion, its conservative but substantial 
expansion program (1931 budget call- 
ing for $80,837,405 construction ex- 
pense) nor its affiliations with Niagara 
Hudson Power Corp. and United 
Corp. 

During 1930 Niagara Hudson pur- 
chased 201,500 shares of Consolidated 
Gas and in February of the cur- 
rent year Floyd L. Carlisle, chairman 
of the board of Niagara Hudson, was 
elected chairman of New York Edison. 
At the close of 1930 it was reported 
that United Corp., which has a large 
interest in Niagara Hudson, was also 
holding 202,900 shares of Consoli- 
dated Gas. It is possible that this 
minority interest may be substantially 
increased and ultimately these affilia- 
tions will lead to an interconnection of 
the power lines of Niagara Hudson and 
Consolidated Gas. In fact a definite 
proposal to this effect was placed be- 
fore the Public Service Commission in 
May last by a subsidiary of Niagara 
Hudson. The commission, having 
ordered all work stopped on the proj- 
ect, withdrew their objections the 
other day in order to provide employ- 
ment for 1,500 men in the present 
emergency. It is claimed that the 
carrying out of this program will save 
each company about $5,000,000 by 
eliminating the necessity of duplicating 
steam power plants. 

Reviewing our observations up to 
this point we have concluded that Con- 
solidated Gas common is now selling at 
a conservative price level, that its $4 
dividend is not likely to be reduced 
and that the majority of factors affect- 
ing earnings are favorable to continued 
growth. In 1930 the net available for 
common dividends was equivalent to 
$5.06 a share as compared with $4.81 
a share in 1929. Although no interim 
statements have been published it is 
confidently expected that 1931 results 
will fall only slightly below those for 
last year and that they will probably 
exceed the 1929 showing. The com- 
mon shares, in our judgment, consti- 
tute one of the most desirable public 
utility equity investments and should 


be included in any well balanced lig 
of stock holdings. Purchases should 
not be made at the present time, how. 
ever, without due regard for the possi 
bility of being obliged to carry the 
stock through a temporary period of 
even lower prices than have yet been 
witnessed this year. 








Bonds at the Crossroads 
(Continued from page 75) 








has had little regard for intrinsic val. 
ues. Sellers, by and large, have had 
no option. Facing the steady pressure 
of currency withdrawals and, in many 


instances, the actual of potential danger | 


of runs, banks throughout the country 
have not only been in no poition to tie 
up funds in favorably priced bonds 
but, on the contrary, have been forced 
to increase and protect their liquidity 
at sacrifice of bond holdings and re. 
sultant pressure upon market values. 

One of the most important sources of 
pressure is liquidation by banks which 
are not members of the Reserve Sys 
tem. Member banks can obtain cur- 
rently by resorting to the rediscounting 
or collateral borrowing facilities of the 
Reserve. For non-members the ultimate 
resort is actual sale of assets and the 
forced closing out of collateral loans, 
both processes tending to depress 
security markets. 

Whether liquidation of this kind is 
nearly complete is wholly conjectural. 
Its presence or absence in the market 
during the remaining weeks of the 


‘year will depend upon the success or 


failure of President Hoover's efforts to 
revive public confidence in the general 
banking structure. Meanwhile, the 
logical prospect is that second and 
third grade bonds will move in rather 
close accord with the stock market, the 
dominant factors in both markets be- 
ing much the same. Although ad- 
vance in bonds of this class should tra- 
ditionally precede recovery in stocks, 
attempting to anticipate the turn re- 
mains hazardous. It is not yet evi 
dent in current market action. 

In the general bond and money mar- 
ket picture perhaps the largest element 
of uncertainty hinges upon the ques: 
tion whether the remedial efforts 
launched at Washington will blossom 
definitely into a program of inflation. 
Cheap money and plentiful money are 
two different things. Without ma- 
terially changing present interest rates, 
the Reserve System could at any time 
pump a large supply of effective credit 
into the market through purchases of 
Government bonds. 

If this occurs, it is to be doubted 
that it comes before next year. 
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“IT have spoken of you to my bankers and 
to my broker and they have both com- 
mented very favorably on your service, 


ds as being very conservative and very reli- 
able.” (Pennsylvania) 

a at “Over the past eight months I have, with 

a the aid of your service, been making net 

& rofits at an average rate of 30% a year 

> val P at ; sae a 

> had on the initial capital, trading in 2 share 

-ssure lots on 30% margin.” (California) 

many “I find your service valuable.” (New 

anger York) 

intry 

0 tie “Your service has been the best I have 

onds ever received. I like your policy of 

rced never recommending any ‘cats and dogs,’ 


I compliment you on your efficient tele- 
graphic service and delivery of bulletins.” 





™ (Illinois) Rising Commodity Prices — Railroad Wage Discussions — 

| “| wish to inform you that your service Strength in Bonds—Cessation of Gold Export Movement, Ete. 

Sys- is excellent.” (California) —tLet Us Interpret These Vital Factors to Your Advantage. 

Cur’ “ ba ‘ ° . ¢ 

ring Jonge pee eka ye ge : ern Shrewd investors and speculators are turning to us for counsel and 

Ss y . ° ° ° 

the Sredsissee ee ee definite recommendations—for accurate interpretation of the many 

late important developments—of almost daily occurrence—that affect the 

“4 “We are operating entirely on margin market situation and the status of certain issues. Under our guidance, 

es and are perfectly satisfied with the serv- they are putting their finances and security accounts in order so they 
ice rendered us by The Investment and will be ready to benefit fully from the upturn which is imminent. 

a Business Forecast.” (Oregon) 

is 

al. “I wish to congratulate you at this time Level of Stock Prices Is Adjusting Itself to 

cet on the results I have obtained from your Constructive Developments of Last 5 Weeks 

he recommendations.” (Washington) 

4 “Results with your service in 1931 have So that you, too, may secure the substantial profits that are now in 

al been satisfactory with me.” (Illinois) the making, place your Forecast subscription at once. 

he 

d +48 This Complete Service for Six Months Only $75 ithe 

or 

e (a) (b) (c) (d) 

>, Speculative Investments. Investments for Income Trading Advices through Investments Mainly for In- 
Low-priced common stocks and Profit. Sound dividend- the intermediate swings come but with — 

in value 


that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 








THe INVESTMENT AND 





Bustness Forecast 
of 
The Magazine 
of 
Wall Street 


10 Points Profit—No Losses 


paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator, 


So that you may take immediate steps to place your present portfolio on a sound and profit-pointing basis, 
send us with your subscription a list of your security holdings for our analysis and recommendations. 


alanine MAIL THIS COUPON TODAY ~~----—--~—~- 


ee ee ee cee ee ee! 
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INCE October 5—the low point in the current bear mar- 

ket—subscribers to THE INVESTMENT AND BUSINESS 
ForECAST of The Magazine of Wall Street have been accu- 
mulating selected low-priced common stocks in our Bargain 
Indicator and Unusual Opportunities. 












To date they have accepted 10 points profit with no losses on such stocks 
as Lorillard, Chrysler, etc., increasing their equity and preparing to take 
further advantage of new opportunities as they develop. 







This is another illustration of the value of the service rendered to our 
subscribers—of the expertness with which our specialists not only 
select undervalued issues but recommend them at advantageous levels. 
concentrating on the lower priced stocks which offer the greatest 
return with the smallest outlay of capital. 







































for enhancement 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


(for the purpose of secur- 
ing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 



























THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 


Cable Address: TICKERPUB 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Fore- 
cast. I understand that I am entitled to the complete service outlined above. ($150 will cover 


a 13 months’ subscription.) 


PI a vs anak p05 a a a BO RS Rak pa oC O5 RA EW wa Re eNO Eabin tase EON ewes ene Na a al 

PINE Sis igs Gidig od Ree Sad c4S656 6044S 0 CARPE oo: 4D SAC LENETET LEHRER REDS OEE E SLD haa 

BA Se iio dia ese dea elatg beeen cipwiedtaeee sac eeet UNOS, nis 609 06 008s ene eeu 

O Telegraph | me collect your current Unusual Opportunity recommendation and thereafter as 
descri in (a). 





O Telegraph | ~, _ your current Bargain Indicator recommendation and thereafter as de- 
in " 
© Telegraph me collect your current Trading Advices and thereafter as described in (0). 
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effect of inflation would be higher com- 
modity prices and an advancing stock 
market. The more speculative bonds 
would either lead or accompany the 
upward movement, while gilt-edged 
bonds would probably react moderate- 
ly, influenced both by higher money 
rates and by their reduced purchasing 
power in terms of commodities. 

Only bonds in which interest pay- 
ments and principal appear definitely 
endangered should be sold. Others 
bought for permanent investment 
should be retained. Neither as to the 
highest grade issues nor in second and 
third grade issues should holdings be 
increased under present conditions. 








Erie Railroad 
(Continued from page 77) 








$5 or $6 a share have been the cause 
of considerable misplaced hope. In 
1929, $6.04 a share was reported but 
this declined to $1.07 for 1930. Noth- 
ing will be shown this year. 

The price of the common stock has 
reflected the road’s erratic earning 
power and the public’s constant revi- 
sion of its speculative possibilities. The 
lowest level of this century was 
achieved in 1922 with a price of $7 a 
share, but from this point price move- 
ments were from a steadily higher 
base, the peak being attained in 1929 
when the stock sold at $93.50 a share. 
From that it waned, however, to be 
quoted at the present time around $13 
a share which is about three points 
above the low registered towards the 
end of last September. Erie’s decline 
from the heights has been rather more 
precipitous than representative rail- 
road averages, the former having lost 
about 86% of its peak price, while the 
latter are off slightly more than 70%. 

Although the decline in Erie com- 
mon is probably justified on the recent 
earnings showing, it must be remem- 
bered that, figured on the average of 
the past decade, substantially higher 
levels are most certainly indicated for 
the stock when general conditions im- 
prove but moderately. 

There are, moreover, other con- 
siderations than earnings which hold 
out hope for the future. Erie's posi- 
tion with to consolidation can- 
not be overlooked. Under the four- 
system plan which now gives evidence 
of being acceptable to the principal 
Eastern roads, the Erie was assigned to 
the Chesapeake & Ohio—Nickel Plate 
combination: Should che plan be car- 
ried to successful conclusion it would 
mean a railroad system which would 
cover the whole northeastern part of 
the country with the exception of the 
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New England States. It would also 
mean the realization of a great Van 
Sweringen dream,-something for which 
the brothers have worked and schemed 
for years. Furthermore, if it were not 
for the fact that a government's actions 
have to be foretold—the ultimate of the 
unpredictable—-one would guess that 
there was an excellent chance of the 
plan being carried out, because the 
Van Sweringens either have actual 
control or a very fair working control 
of all three roads. 

While such a consolidation would 
almost certainly be justified by the 
economies effected, the would-be specu- 
lator in the company’s securities must 
have something more concrete than this 
with which to work. He must cling 
to the fact of the road’s economic 
justification. If he does so he will 
tend to ignore the Erie’s past disposi- 
tion to lie in the gutter and place the 
blame for this reprehensible posture 
where it justly belongs. He will give 
more weight to the road’s recent prog- 
ress, to the Erie Limited which is com- 
peting with the Twentieth Century of 
the New York Central and the Broad- 
way Limited, crack train of the Penn- 
sylvania. He will realize that an en- 
viable reputation has been achieved for 
fast and dependable freight transpor- 
tation. Should he live near New York 
City, he will perhaps see the Erie fer- 
ries, up-to-date in every respect, and 
the Erie steel Diesel tugs puttering 
around their floats of loaded freight 
cars. Should he travel on the road he 
will see modern steel passenger and 
freight equipment, and oil-electric loco- 
motives for surburban service. All this 
attests that the Erie of today is em- 
phatically not the Erie of ten years or 
more ago and, where such progress has 
been made, it is difficult to believe that 
the present showing is the best that the 
road can make. 


The result of this selective change and 
of the 10 per cent wage increase ig 
officially stated to have been a saving 
to the company of 15.5 per cent in 
costs. 

The reports of many companies, par- 
ticularly in the more depressed basic 
industries, do not, of course, throw any 
clear light upon such operating read- 
justment as has been attained. It is 
certain there has been a tremendous 
gain in efficiency, but it is not yet sufh- 
cient to offset onerous conditions and 
hence show up in profits. It certainly, 
however, has served to minimize losses 
which otherwise would be staggering. 

The steel industry, for example, is 
operating at a loss, but whereas it 
formerly regarded an operation at 50 
per cent of plant capacity as disastrous, 
there is reason to believe now that im- 
proved methods would enable it to 
show at least moderate profits when 
this level of activity is reached. Simi- 
larly, railroad management has learned 
some invaluable lessons in the hard 
school of depression and out of a 
moderate increase in trafic volume 
almost undoubtedly will garner a high- 
er ratio of net earnings than ever be- 
fore. 

The majority of corporations appear 
to have hit bottom in earning power. 
Even at this low level most can “get 
along,” meet fixed obligations and 
build for the future. Painful as it is, 
it is this return to first principles, this 
thorough readjustment of operations, 
which always in the past has recon- 
structed a sound prosperity sooner than 
seemed possible. It will do so again. 








Proper Methods of Investing 
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maker of pharmaceutical products, it 
also manufactures heavy chemicals, in- 
termediates and coal tar products and 
in these fields is by no means immune 
to the influence of general depression. 
Its problem has been solved by a sub- 
stantial advance in efficiency. In this 
connection it is startling to observe that 
the company has recently advanced its 
basic hourly wage rate for labor by ap- 
proximately 10 per cent. At the same 
time, taking its pick of the many in- 
dividuals seeking work, it has replaced 
its least efficient workers and - 
tially raised its general labor standard. 


or months, of a great bear market possess 
features of such peculiar interest to in- 
vestors at the present juncture that the 
Investment Talk in our last issue was 
given up entirely to a description of 
methods best adapted to this aspect of 
the first phase of the market cycle. 
During the closing period of the first 
phase, following the time of accumula- 
tion, the market averages rise slowly 
and with frequent short-lived reactions. 
Price movements are still highly pro- 
fessional, and of a conspicuously mixed 
character. Stocks of companies which 
have emerged first from the depression 
advance faster than the average, while 
those of companies which are more 
tardy in getting out of the red hold 
back, or even decline. Since we are 
still in the first phase of the market 
cycle, prices move largely in response 
to the differing outlooks for the various 
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Keep Poste 


The books, booklets, circulars and spe- 
cial letters listed below have been pre- 
pared with the utmost care by business 
houses advertising in this issue. They 
will be sent free upon request, direct 
from the issuing houses. Please ask for 
them in numerical order. We urge our 
readers to take full advantage of this 
service. Address, Keep Posted Depart- 
ment, Magazine of Wall Street, 42 Broad- 
way, New York City. 








“9DD LOT TRADING” 
John Muir & Co., members New York Stock 
Pxchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). 


THE BACHE REVIEW 
A summary of the general financial and 
business situation, published every week by 
J. 8. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please men- 
tion the Bache Review. (290). 


“FOR INCOME BUILDERS” 

describes a practical Partial Payment Plan, 
whereby sound securities may be purchased 
through monthly payments of as little as 
$10. Build a permanent independent in- 
come through the systematic investing. (318). 


ENJOY MONEY 
is the title of a booklet issued by Investors’ 
Syndicate. If you are interested in some 
day enjoying your money, send today for 
your complimentary copy giving you sound 
suggestions as to how you can accumulate 
wealth. (731). 
WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a 
security advisory service, conducted by The 
Magazine of Wall Street, definitely advises 
subscribers what securities to buy or sell 
short and when to close out or cover. (783). 


TRADING METHODS 
The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much 
helpful information fer traders. A copy 
will be sent to you upon request together 
with their latest Market letter. (785). 


PARTIAL PAYMENT PLAN 

An old established New York Stock Ex- 
change house invites the purchase of high 
grade listed securities on monthly time 
payments. Descriptive booklet of plan sent 
on request. (813). 


DO YOU SAVE REGULARLY? 

Subscribe to the monthly installment shares 
of the Serial Building Loan & Savings 
Institute, a building and loan association 
operating under strict state supervixion. 
Send today for descriptive literature. (835). 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment profit 
insurance is represented by the personal anid 
continuous counsel rendered by the Invest 
ment Management Service. Write for full 
Information. No obligation. (861). 


“SOME FINANCIAL FACTS” 

is the title of a booklet issued by Bell 
Telephone Securities Company, which will 
give you some interesting information on 
this giant public utility. Send for your 
complimentary copy. (875). 


A SURE INCOME OF 5% T0 7% 
is made possible by the building and loan 
method of operation in Colorado, where 
state supervision is maintained. Booklet 
876 of Colorado’s largest guaranty capital 
association tells why. 


“A CHAIN OF SERVICE” 

describes and illustrates the history and 
development of the Associated Gas and 
Electric System. A complimentary copy 
= be forwarded simply by requesting 


ELECTRIC BOND AND SHARE COMPANY 
Do you desire information or reports on 
companies identified with the Electric Bond 
and Share Company? Full information on 
any of them will be gladly furnished upon 
request. (808). 

“MAKING MONEY BY DEALING IN MONEY” 
is the title of an interesting booklet recently 
Prepared for distribution by Credit Service 
Associates, Inc. Your complimentary copy 
og Na upon request. Simply ask 
‘or 
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industries and individual companies. 
For this reason, there will be many 
opportunities to switch from issues 
which have already discounted in- 
creased profits into others which are 
just turning the corner. It is still a 
period, however, in which well chosen 
common stocks offer the greatest oppor- 
tunities for profit; though investors who 
are not skilled at getting in and out 
at the right time should take the pre- 
caution of carrying a liberal reserve of 
good ‘bonds—preferably industrial, 
utilities, and rails, whose price move- 
ments are governed more by the growth 
which takes place at this time in the 
margin by which fixed charges are 
earned, than by interest rates, which 
will tend to rise as the recovery in 
business and the stock market gains 
headway. 

As prices continue to rise, the gen- 
eral public will begin to come into the 
market, and the first phase of the cycle 
merges into the second. Here price 
movements start to break away from 
actual conditions in the business world 
and respond more to rumor and im- 
agination. The market will still be 
subject to swift reactions, however, in 
response to temporarily unfavorable de- 
velopments in finance or industry. It 
is a peculiarly difficult phase in which 
to make successful selections of com- 
mon stocks; because prices are moved 
part of the time by mob psychology 
and again by fundamentals. For this 
reason most investors will find it pru- 
dent to carry a considerable reserve of 
well-chosen bonds and preferred stocks, 
and not to overload with highly specu- 
lative common stocks. 

As more and more speculators are 
attracted into the market by rising 
prices, we leave the second phase of the 
investment cycle, and enter the third. 
This is the ideal period in which to 
seek market profits, and common stocks 
may then be purchased for awhile with 
a minimum of risk. It is only a ques- 
tion of picking the ones that rise fast- 
est; for nearly all junior issues advance 
in price during this phase. To buy 
only incomes, in the form of interest 
and dividends, is a great waste of 
precious time. The non-dividend pay- 
ers frequently go up higher and quicker 
than seasoned issues with a long record 
of uninterrupted disbursements; though 
it is well to bear in mind that low 
priced issues are then extremely un- 
stable and may collapse at any time 
without warning, and this is also true 
of thin specialties which may have been 
technically, though not officially, cor- 
nered by some daring manipulator. 

The public, which knows little about 
fundamentals and corporate financial 
statements, has the bit in its teeth. It 
is a phase in which what is known as 
“Imaginative Buying” abounds, and so- 
called “Mystery Stocks” hold the spot- 
light. Pools galore are operating in the 
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market and find it child's play to boost 
prices sky high on mere rumors of new 
discoveries and proposed mergers. All 
that is necessary is to pick the issues 
which are favored for the time being 
by pools, investment trusts, and the 
public, and you will coin money. 
Never mind values—no one thinks of 
such trifles then. This is the glorious 
harvest time when Tom, Dick and 
Harry, who never traded in stocks be- 
fore, and who think that A. M. Byers 
makes aspirin, come to the conclusion 
that they were born financiers, and be- 
gin to neglect their regular businesses. 
It is the sort of market in which ex- 
perienced traders and investors make 
less money than the amateurs, and may 
even lose. 

During the third phase, demands for 
bank credit on the part of speculators 
and commercial borrowers grow s0 
rapidly that interest rates begin to rise 
—at first slowly, and then rapidly. In 
consequence, bond prices may decline 
considerably. The inference is obvious 
that long term bonds should be disposed 
of before the third phase of the cycle 
sets in. So long as the third phase 
lasts, common stocks, if skilfully chosen, 
are safer—and certainly more profit 
able—than bonds. 

But wild markets of this character 
do not happen very often, and the in- 
vestor who can sense in time that the 
game is up, and get out of all his com- 
mon stocks before the third phase is 
over, may be rated as wise indeed. A 
period of distribution, which follows 
the violent marking-up phase just de- 
scribed, brings the great bull market 
to an end, and ushers in the first phase 
at which this Investment Talk began. 

The major investment cycle is full 
of pitfalls for the unwary investor, and 
yet rich in profit-making opportunities 
for the versatile man or woman who 
can adapt investment technique to 
changing conditions and prospects. 








Sears, Roebuck & Co. 
(Continued from page 83) 








produce markets in a number of the 
former's stores. 

Unfortunately, nothing is available 
to show what proportion of the total 
business and what proportion of the 
net profits can be attributed to the 
retail store, mail order and manufac- 
turing divisions respectively. Since 
1928, however, the margin of profit 
has steadily decreased and, although 
this might be solely pecause of the high 
initial expense in opening the stores, 
or because of the steady decline in 
prices and falling sales, it might also be 
the result of the permanently higher 
cost of doing business over a counter. 

Total sales for 1930 amounted to 
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$390,382,000, a decline of about 12% 
from those of the previous year. Net 
income in the later period, however, 
was more than cut in half, being the 
equivalent of $3.01 a share compared 
with $6.36 for 1929. 

In the first interim report ever is- 
sued, covering the first seven 4-week 
periods of the current year, the com- 
pany showed earnings of $6,008,483, 
after depreciation and extraordinary 
contributions to unemployment relief 
but before Federal taxes. This compares 
with $5,617,567 after all charges, but 
before taxes for the corresponding pre- 
vious period. For the forty weeks 
ended October 8, 1931, the company’s 
sales were some 8.6% under those of 
1930 and it is noted that the compari- 
son with 1930 has been steadily poorer 
during the last few months. This, 
however, is partly because of the un- 
seasonably warm autumn which the 
country has been enjoying. 

While it might seem that Sears, 
Roebuck has suffered—and is still suf- 
fering for that matter—quite severely 
from the present depression, the in- 
ternal progress made by the company 
has been truly remarkable. Compar- 
ing the balance sheet at the end of 
1929 with that of December 31, 1930, 
a number of striking changes are noted. 
For example, inventories were reduced 
some $18,000,000 during the year, 
cash increased nearly $3,000,000, while 
bank borrowings declined more than 
$13,000,000. The balance sheet to be 
published at the end of this year is ex- 
pected to reveal even further progress 
along these lines. Moreover, it is 
known that the company has put many 
economies into effect to bring opera- 
ting costs more into line with the 
present decreased volume of business. 

The capital structure is a simple one, 
consisting solely of 4,993,501 shares of 
common stock of no par value. There 
is no funded debt, although the com- 
pany had notes payable outstanding 
in the amount of $17,030,000 at the 
end of last year. This, however, is 
not the serious item it would seem, for 
cash and marketable securities as of 
the same date far exceeded it. 

Following the disastrous period sub- 
sequent to the war, dividends were re- 
sumed in 1924 and have been con- 
tinued since without interruption. The 
present rate is $2.50 in cash annually 
and affords a yield of 6.3% at the 
present price of $40 a share. Unless 
earnings should slump unexpectedly 
still further there would seem to be no 
reason to fear a reduction in this rate. 

In regard to the company’s future, 
it would be idle to deny that a num- 
ber of factors becloud the near-term 
prospects. The country’s purchasing 
power has been reduced, particularly 
in farming districts and there are as 
yet no clear indications of improve- 
ment. Furthermore, the company’s 


sortie into the retail store field must 
still be considered in the light of an 
experiment. On the other hand, the 
worst of the decline in commodities ig 
undoubtedly over and inventory diffi. 
culties during the next year or s 
should be of continually decreasing im- 
portance. It must also be remembered 
that the internal adjustments which 
have been made will be most effective 
when general conditions improve and 
that there is an inherent advantage in 
a business carried on mainly for cash. 








Is Business Influenced by 
Politics? 
(Continued from page 89) 








I have figures available, you too have them 
if you wish to study them out. A few 
optimistic articles showing a comparative 
available supply of materials compared 
with a normal year will set the world to 
thinking, and perhaps set them to wonder- 
ing just what is the matter with them- 
selves instead of business. 

Personally I am an optimist, and I take 
no stock in the bunk that is being printed 
about the cause of these conditions. We 
will have quit talking about surpluses in 
another 6 or & months, and the manufac- 
turers will begin to replenish stocks of 
goods on the merchants’ shelves, which are 
more than 33%4% below normal in all 
lines, including lumber, and when there is 
just a little demand there will be the great- 
est movement, not only in farm products, 
but all other lines, that can be imagined. 
I should like to see a little sentiment along 
this line rather than the efforts to try and 
change fundamentals which are fixed. 

Assuring you, however, that I am great- 
ly interested in the Magazine of Wall 
Street, and read it very thoroughly, but I 


’ do feel it ts time now to put the best foot 


forward and bring about the support to 
Mr. Hoover’s determined effort to restore 
confidence, which is all we need, I am— 
G. B. Tuthill, Sioux Falls, So. Dak. 








Trade Tendencies 
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These two factors—shading prices in 
staples and declining volume in other 
lines — have not been without their 
effect upon many of the large dairy 
companies, although the adverse influ 
ence has been offset in large measure 
by excellent management, the scaling 
down of inventories, and the curtail 
ment of costs. Indeed, the margin of 
profit for certain of the dairy retailers 
has been greater this year than last. 

In view of the fairly high rate of 
earnings achieved by the dairy com- 
panies during the most acute period of 
the business depression, and the pro- 
gressive policies adopted by the indus’ 
try, the future appears reasonably 
bright. In fact, one could say un- 
qualifiedly bright but for the possibili- 
ties of cut-throat competition. Assum- 
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ing, however, that a disaster such as 
this be avoided, the upswing in gen- 
eral business should result in a strongly 
rising trend of earnings. 








Trading Market Approaches 
Critical Phase 
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has now been followed by a gain of 
63 million in circulation. This is a 
quite normal monetary development at 
the close of October, but, considering 
the low level of business activity, it is 
to be doubted that the increase would 
have been so large if any substantial 
return flow of hoarded money to the 
banks were in progress. 

At any rate, the very serious ques- 
tion of an end to the dangerous con- 
dition which widespread hoarding rep- 
resents is still open. Until it is an- 
swered favorably, we will not be out 
of the woods of doubt and fear. 

As for some weeks past, the most 
solid basis for an inherently hopeful 
attitude as to a major turn in coming 
months continues to rest upon the in- 
conspicuous, sub-surface readjustments 
which individual companies and in- 
dividual business men are making. 
Necessary wage deflation is making 
gradual progress. Costs are being low- 
ered and operating efficiencies are being 
steadily increased in what amounts to 
a post-graduate course for management 
in the lessons of depression. 


This wholesome readjustment to a 
new economic level, together with an 
underlying commodity stability which, 
on the average, has now lasted since last 
May, offers the soundest reason for be- 
lieving that better times may not be so 
far ahead. 





Will England Go Back to 
Gold? 
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least temporarily in the minority and 
Conservative policies will be inaugu- 
rated at a time when opportunity for 
national resuscitation is most demand- 
ing. A united front is in process of 
formation, which will probably mean 
that Ramsay MacDonald, the able 
leader who found radical notions easier 
to expound than to practice in actual 
governmental affairs, will probably not 
survive in the cabinet overlong. 

A tariff for traditionally free trade 
England is imminent. .With Britain 
our largest customer in Europe this 
will not be without its effect on the 
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United States. Reciprocity trade will 
give her colonies a preferential position 
and, except in the raw materials which 
they cannot supply, our foreign trade 
is bound to feel some adverse affects. 

Apart from the tariff the most im- 
portant thing to which the new gov- 
ernment must turn, however, comes 
back to the money question once more. 
With the Conservatives in power and 
with such creditors as this country and 
France avowedly determined to adhere 
to the gold standard, England can hard- 
ly do otherwise. Her course for the 
next few months will no doubt be de- 
liberate,—her tendency to revalue the 
pound at the natural level which it 
may seek in the course of the next few 
months—perhaps 25 per cent may be 
even 40 per cent below the old parity 
but on gold as the base. Stabilization 
within that range would retain some 
of the economic benefits which Britain 
has derived from inflation and might 
in time permit her to regain a portion 
of her eminence as a world banker, 
which France and the United States 
are now contesting. 








Inflation Is at Hand— 
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AMERICAN RADIATOR 


& 
STANDARD SANITARY 


CORPORATION 
PREFERRED DIVIDEND 
COMMON DIVIDEND 

A dividend of $1.75 per share on the Pre- 
ferred Stock, being the eleventh quarterly 
dividend, has been declared payable Decem- 
ber 1, 1931, to stockholders of record at clese 
of business November 16, 1931. 

A dividend of 15¢ per share on the Com- 
mon Stock, being the eleventh quarterly 
dividend, has been declared payable Decem- 
ber 31, 1931, to stockholders of record at 
close of business December 11, 1931. 

Transfer books will not be closed. 

ROLLAND J. HAMILTON 
Secretary and Treasurer 

















Dorden’s 
Common DivipEND No. 87 
A quarterly dividend of seventy- 
five cents (75¢) per share has been 
declared on the outstanding cem- 
mon stock of this Company, payable 
December 1, 1931, to mainauis 
ef record at the clese ef business 
November 14, 1931. Checks will be 
mailed. 
The Borden Company 
Ws. P. Marsh, Treasurer. 











the member banks of the reserve 
system have about 7 billion dol- 
lars of paper eligible for rediscount 
which is not used. If it were used 
credit could be enormously expanded. 
Under these circumstances, it is con- 
tended, a few more billion of Govern- 
ment bonds will not make any differ- 
ence. There is no demand for credit 
or the banks are too fearful to grant 
such small demand for credit as exists. 
During the past twelve months money 
in circulation has increased a little over 
a billion dollars and Reserve Bank 
credit has been expanded by a billion 
and a quarter, yet bank loans to the 
public have fallen four billions. 
Assuming, however, that bond issues 
would ultimately break down the re- 
sistance the banks have built up, from 
a fear complex, and that credit would 
actually be pushed into business, even 
the most extreme artificial inflationists 
concede that every precaution must be 
taken to keep under control the ten- 
dencies that would be encouraged to- 
ward extravagance, recklessness and 
wild speculation. These precautions, 
however, are entirely feasible. Between 
the Federal Reserve's discount and open 
market operations and the control of 
credit that is within the power of the 
banks, as evidenced by their huge 
amount of unused Reserve credit at 
this time, control would not be difficult. 
In 1928 and 1929 the Reserve was too 

















AMERICAN WATER WorKS 
ax LECTRIC (OMPANY 


INCORPORATED 
(of Delaware) 

NOTICE OF DIVIDEND 
A regular quarterly dividend ef $1.50 
per share on the $6 Series, First Pre- 
ferred Stock of the Company for the 
quarter ending December 31, 1931, has 
been declared payable January 2, 1932, 
to steckholders of record at the close of 

business on December 11, 1931. 
W. K. Dunsar, Secretary. 






































November 9th, 1931 

The Board of Directors has declared a quarterly 

dividend of 1% % on the Preferred Stock of this 

Company, payable onthe 15thday of December, 

1931, to Stockholders of record at the close of 

business on the 28th day of November, 1931. 
Checks will be mailed. 

DAVID BERNSTEIN, 
Vice-President & Treasurer. 








San Francisco, California, 
November 8rd, 1931. 


At a meeting of the Board of Directors of 
Standard Oil Company of California held today 
dividend No. 23 of 62% cents per share was de- 
clared on the outstanding stock of this corporation 
payable on December 15th, 1931, to all stockholders 
of record as shown by the transfer books of the 
corporation in San Francisco and New York at the 
close of business on Novemper 16th, 1981. 


STANDARD OIL COMPANY OF 
CALIFORNIA 
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dilatory in checking the inflation which 
it piloted with easy money in 1927. 
It will take years for the banks to for- 
get the trimming they have had for 
their excesses of 1927-29. Moreover, 
the advocates of inflation by govern- 
mental expenditure, say they will pro- 
vide special control measures. 

The banks are accused of having 
now gone so far to the deflation ex- 
treme that they have acquired an in- 
ertia of passivity which must be over- 
come by outside pressure. So great is 
this inertia that Federal Reserve off- 
cials are convinced that at present no 
amount of funds put into the market 
through the purchase of ‘“Govern- 
ments” would budge it. They scoff at 
economists who say that the purchase 
of only 200 million dollars of Govern- 
ment bonds by the Reserve would be 
a business starter. Nothing, in the 
view held by some of President 
Hoover's advisors, although he has so 
far not been impressed by their advice, 
can galvanize the paralyzed banks and 
cowed business except direct stimula- 
tion of business activity. 

“Pessimism can not inflate,” said a 
Senator, “for it takes optimism to lend 
and to borrow.” 


If Inflation Actually Inflates 


In the present vicious circle, of bor- 
rowers afraid to borrow, and so cur- 
tailing business, and banks refusing to 
lend until business is better, nothing, 
it is held, can turn on business's ignition 
except artificial measures. Otherwise, 
it is predicted, deflation will continue 
until the country is so weakened that 
recovery will take many long and hard 
years. . 

If inflation, or expansion, actually is 
developed in fact it would tend to in- 
crease consumptive demand, which 
would lead to increased employment, 
and restore confidence of millions of 
potential buyers who are now little 
better than misers. Better demand 
would stimulate all producers of con- 
sumers’ goods and their distributors. 

With the volume of business grow- 
ing, banker resistance would be low- 
ered and enterprise would awaken to 
new life. Prices of all domestic com- 
modities whick do not depend upon 
foreign markets would improve, and 
the so-long dominant fear of future 
commitments would be overcome in at 
least some degree. A stronger demand 
for imported commodities would make 
for better prices for them. This would 
lead to enhanced exports. At the same 
time it might reasonably be expected 
that the public fear-mindedness would 
be dissipated, that hoards would be- 
come deposits, and the banks be re- 
lieved of the threat of runs which fully 
justifies many of them in their credit 
hermitage. After consumptive de- 
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mand got a good momentum producers’ 
goods would be benefited as expanding 
business felt the need of physical and 
equipment betterments. 

In a word, the benefits from an ar- 
tificial expansion of business are about 
the same as those of a spontaneous ex- 
pansion, so long as it can be kept up. 
The main difference is in the after- 
math. If the natural revival of busi- 
ness, which must come sooner or later, 
intervenes before artificial measures are 
exhausted, it is a question whether 
what we are talking of as inflation 
could be so classified in the retrospect. 
There is, though, this difficulty about 
artificial expansion of business by di- 
rect governmental expenditures: it 
tends to raise affected prices and wages 
beyond the ability of private business 
to compete. Thus such expansion 
might delay balanced normal recovery. 

If inflation neither hastens fundamen- 
tal business revival nor bridges over the 
period of readjustment, it is a grave 
question whether it will be worth the 
effort. Another crisis would ensue, 
and this time the patient might sink 
lower than now, with basic recovery 
delayed by a longer period than that 
of the interval of flash-in-the-pan pros- 
perity. 

But between the political exigencies 
of the administration, the willingness 
of a large element in Congress to try 
almost anything once, the demand 
“from back home” for the government 
to do something, and the growing, even 
ominous, discontent of the vast army 
of unemployed and their dependents, 
it is certain that steps pointing toward 
inflation will be taken. Let us hope 
that they will be well considered. In- 
flation may give us real aid but it must 
be moderate and controlled. 








Business Can Thrive on a 
Four-Day Week 


(Continued from page 71) 








try. It will not do to say merely that 
organized labor in the United States is 
conservative and for that reason lacks 
boldness. The workers, in their or- 
ganizations, are never conservative in 
the derogatory sense of the term. They 
have concluded that certain measures 
are best for them and for the masses of 
the people. If there is a coming to- 
gether of views regarding hours and 
wages it is at least equally possible that 
employers and workers alike, reasoning 
from the same basic facts, are reaching 
a conclusion approximately common to 
both. The American organized wage 
earner is frankly not revolutionary. 
He wants the present structure to work. 
So does the employer. The present 


mountainous accumulation of fact is % 
towering that nobody can evade its 
emphasis. 

The sharing of work is one of the 
lessons of the day—too pointed for es 
cape. Its appeal is at once humani- 
tarian and hard-headed. That is, it jg 
the human and opportune thing and 
it is the economically sound thing, 
Along with the emergency urge to cut 
the work-day and to bring the work 
week down in many cases to three days 
a week, and even down to two, there 
is that steady trend found by the De 
partment of Labor to adopt a “normal” 
shorter week as sound practice for per- 
manent operations. 


Shorter Work-Week Ahead? 


Arbitrary statements and findings 
have a way of meeting a great deal of 
defeat in the field of practice, but there 
seems no doubting the assertion that, 
on the face of all findings and opera 
tions, the United States is headed for 
a shorter work-week, again leading the 
world toward greater opportunities for 
individual human development. There 
seems no other way to transform un- 
employment into leisure. Unemploy- 
ment is a social liability of grave pro 
portions at this hour. 

The short work-week will not be a 
cure-all. Work is translated into pur- 
chases in proportion to pay-envelope 
contents as well as in relation to com: 
modities produced. But the great em- 
phasis being placed today on the neces 
sity for keeping men at work by means 
of a division of work is one of the 


_ steps vital to tomorrow’s prosperity as 


well as to today’s relief. Men with 
wages will buy freely of the things 
they need. Men with leisure will buy 
and use the things that contribute to 
enlarging the horizon of life and the 
accumulation of pleasures. 

History may show the price of this 
depression to have been not too high, 
indeed, if it leads us to a foundation 
measurably nearer stability of work, 
wages and leisure, nearer to a knowl- 
edge that our industrial system is a 
growing, changing, living thing that 
requires adjustment to humanity as it 
grows. And the constant preaching of 
the necessity of dividing work, so that 
all may now have a little, may quite 
inadvertently prove to have been the 
preaching precedent to a new freedom 
for the masses of the American people. 

Happily, we no longer fear the 
shorter work-period as a social menace. 
We no longer fear that men, freed 
from work, will debauch themselves. 
We know better and we can look for 
ward to freedom from work as free 
dom to live. And we may assume, 
too, that freer people, living larger 
lives, will forge a freer, mightier, finer 
nation. 
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Wonder 
What an Investor Does 


When He’s Not Investing? 


For the Business of Investing 


takes THOUGHT THE men who hes enough 


money to be an Investor can’t 


—but not much TIME eles iennty oi hours: a-day 


On the contrary, the actual business of investing is among 
the least time-consuming of the multifarious responsibilities 
of this Multiple Personality. 


He has, for instance, a business to be run: employees to 
be directed, decisions to be made, manufacturing prob- 
lems to be settled, sales programs to be launched, buying 
decisions to be made—on typewriters and adding ma- 


chines, conveyors and lift-trucks, boilers and blowers and 
motor trucks. 


In all likelihood, moreover, he serves in several of the 
following capacities: member of the Board of Directors 
in‘ from one to twenty other business enterprises; member 
of the Board of Governors in from one to ten clubs; 
trustee or board member for university, hospital, museum, 
welfare foundation or some other form of Worthy Under- 
taking. He is, among all men, the Committeeman at 
Large for public enterprise. 


To reach him in the manner in which 
he has become accustomed you must ap- 
proach him through the right medium 


saa attey «© THE MAGAZINE 
Menwe'wnt'ere ~=~=6§« QF WALL STREET 


vestor Does When He’s 
Not Investing?” ; A. B.C. 


For your copy address 


the Advertising Depart- his favorite magazine: 


ment, The Magazine of 
Wall Street, 42 Broad- * ® 
vi, en Vein,  %. (he reads it himself) 
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Comfort for Mother in Years to Come 


OTHER has worked hard. How 

ean I insure comfort for her later 

years? In another ten years she will be 

55. How can I make sure that her old 

age will bring her the happiness and the 
comfort she has earned? 


Every thoughtful man has planned at 
some time or other to build up a “leisure 


fund” for the mother of his children. 
Too many, however, put it off again and 
again. 

Decide today to start a systematic plan 
of investment in strongly entrenched and 
seasoned companies. Cities Service Com- 
pany’s securities may be purchased on a 
systematic plan that is simplicity itself. 
Write for the details now. 


HENRY L. DOHERTY & COMPANY 
60 Wall Street (A) New York City 


Branches in principal cities 


LISTEN IN—Cities Service Radio Hour—A pro- 
gram of variety music with Jessica Dragonette, the 
Cavaliers and Rosario Bourdon’s Cities Service 
Orchestra. Fridays, 8 P.M., Eastern Standard Time 
—WEAF and 37 N. B. C. Associated Stations. 








HENRY L. DOHERTY & COMPANY, 

60 Wall Street, New York, N. Y. 

Please send information about Cities Service Company’s se- 
curities. 


MAMIE fink 536s niseces <b icenin's o Faved se ema - (0568-18) 
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